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Sao Paulo in the Twentieth Century: 
Social and Economic Aspects 


By RICHARD M. MORSE 


1. New Patterns of Urban Society 


Sao Paulo city, whose meteoric population growth began 
shortly before 1890, was a full-fledged boom town by the early 
years of the twentieth century. From 65,000 in 1890 its popu- 
lation reached 240,000 in 1900 and 375,000 in 1910. Sao 
Paulo’s burgeoning cabarets, cinemas and sporting clubs, 
along with the stylish architecture of its new public buildings, 
typified the rewards and naive exuberance attending economic 
success in a world of increasingly numerous and remunerative 
opportunities. A novelist has written: “The city was becom- 
ing transformed in plain sight; it was growing, becoming 
beautiful. The Municipal Theatre would soon be inaugu- 
rated.” Coffee, severely overproduced at the turn of the 
century, recovered with “the first stimuli of valorization,” 
whereupon coffee-planters crowded upon the city from all 
points, “opulent and avid, all of them, to break the long 
abstinence of the bad days just past in a newborn life of 
pleasure and abundance.”’! 


Beneath the boom-town exterior, however, problems and 
threats were beginning slowly to be discerned. In 1912 Sao 
Paulo state’s Department of Labor, which two years later was 
forced into urgent measures to meet the first local industrial 
crisis, warned the city that “no social problem is wholly for- 
eign to it and that the apparent simplicity of its life does not 
absolve it from meditating questions which disturb peoples 
further advanced.” Sao Paulo was ‘a focus, in short, ready 
to discharge, soon perhaps, an electric current in all spheres 
of activity.”* Here is the indication, in other words, that the 
city’s new mores of prodigality were serving to consume 
“electric currents” of the metropolis which had not yet been 
guided into functionally relevant patterns. 

As early as the 1890’s the city had been victimized by the 


' Hilario Tacito, Madame Pommery (Sio Paulo, 1919), p. 85. 
- Boletim do Departamento Estadual do Trabalho, I, 1-2 (1911-12), 9. 
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policies of newly prominent financial leaders. Under the 
Empire, as Caio Prado Junior has observed, the businessman 
exclusively dedicated to the abstract calculus of pecuniary 
gain was only a “figure of secondary importance, ill esteemed 
and carrying little weight.” In 1889 the Republic swept him 
“into a central and commanding position.”* Immediately 
abusing his greater freedom and powers, the businessman 
precipitated a financial crisis that ominously reflected the 
propulsive forces of the times. The depression hit Sao Paulo 
in 1892. The price of land in one district of the city fell from 
4$000 to $500 per square meter. Shares of the “Paulista” 
railway dropped from 850$000 to 260$000. Two hundred 
cars were withdrawn from daily service on the Sao Paulo- 
Santos railway. The Bourse and many factories were closed. 
Sixteen banks and forty-seven companies were liquidated. 
Most threatening of all perhaps, as a harbinger of socio- 
political malaise, the “popular class had to ... make with- 
drawals from its accumulated capital.” 

Speculatory fever was also responsible for the coffee crisis 
of the early twentieth century. Between 1890 and 1900 forty- 
one new municipalities were created in the state, most of them 
on the coffee frontier, while the number of coffee trees rose 
from 220 to 520 million. It was, however, the urban inter- 
mediary, not the planter, who largely profited. He bought at 
low prices during the four-month harvest season and sold 
during less competitive months; as exporter, it was he who 
absorbed the windfall accruing during the 1890’s from the 
depreciation of Brazilian currency. By the end of the decade, 
however, the world coffee market was saturated, and the price 
tumbled to its 1880 level. In 1905 11,000,000 sacks, or 70% 
of yearly world consumption, existed as surplus, since the 
five-year maturation period for new plantings had prevented 
swift curtailment of production. Intermediaries, though not 
wholly unscathed, continued to benefit from currency infla- 
tion; but planters—staggered by the price fall and plunged 
into debt by the maintenance of overexpanded enterprises, 


®° Caio Prado Junior, Histéria econédmica do Brasil (Sao Paulo, 1945), 
p. 220. 

4 Joao Pedro da Veiga Filho, Estado econdmico e financeiro sédbre o 
Estado de S. Paulo (Sao Paulo, 1896), pp. 122-125. 
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salaried labor and their lavish style of life—lost all security.® 

The correctives devised to answer the crisis were valoriza- 
tion (strategic purchase and sale of coffee by the government 
to steady the market) and official restriction of new plantings. 
Subsequently coffee enjoyed booms during World War I and 
the mid-1920’s. Not until the vast oversupply and collapse 
of 1929, when coffee was used as fuel for locomotives, did 
valorization stand clearly forth as characteristic of the central 
illusion of the city-mind. It is the illusion that viable solu- 
tions may be obtained by manipulating the institutional and 
symbolic contrivances of man, without attention to under- 
lying modes of economic production and of human rela- 
tionship. 

The crisis which first jarred the man in the street into a 
sense of being congenitally victimized by urban institutions 
and ideals was that which followed the outbreak of World 
War I. This event touched off a violent price rise in Sao 
Paulo. The rise was artificial and speculatory since, despite 
ample stocks of commodities on hand, domestic as well as 
imported items were affected; moreover, the initial panic was 
not followed by steady, proportional price increases. Many 
factories met the crisis by curtailing production to two or 
three days a week, and thousands of workers, whose func; 
tions had been marginal and precarious, were thrown out of 
employment. 

In a series of searching analyses the Department of Labor 
pointed out the urgent need: 


... to guarantee the industrial wage against those fluctua- 
tions, too violent to be natural, which depopulate the fields 
and bring plethora to the cities—in the incredible incon- 
gruity of a barely incipient rural industry alongside an 
urban industry which already threatens to graft the problem 
of pauperism into the normal life of the state. 


The Department indicted “pernicious urbanism” for hypno- 
tizing growing thousands of foreign immigrants and native 
farm workers with an illusory promise of employment and 
prosperity. Urban factories were regulated by no adequate 
social legislation and offered no assurance of job tenure; they 
were subject to the “deceptions and disasters” of the coffee 


* Pierre Monbeig, Pionniers et planteurs de Sdo Paulo (Paris, 1952), 
pp. 94-100. 
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monoculture and of industrial organization that ineffectively 
met competition. In good times a worker found ready employ- 
ment, but he could never “make himself necessary.” “He is 
almost always superfluous, parasitic, tolerated.””’ Without 
warning, “tens of thousands of unemployed may appear where 
a few days before there seemed to exist only wellbeing and 
tranquillity.”® This indeed is what happened in 1914. To 
meet the emergency the Department established soup kitchens 
and, to eliminate topheavy middlemen’s charges, open produce 
markets that reduced the price of staples by as much as 50%. 

But the root of the problem was the rural situation—and 
the paradox of undermanned plantations crying out for more 
laborers. In three months (August to October 1914) the 
state government moved 12,000 workers from the capital to 
the interior; by June 1916 the number had reached 30,000. 
From this experience it was clear to the Department that 
“valorization of the countryside,” making small farms and 
the necessary benefits available to the independent farmer, 
was a prime condition for “de-urbanization of the capital.” 
Such counsel, however, did not prevail throughout the bu- 
reaucracy. A prefect’s report of 1914 boasted exuberantly 
that: “Sao Paulo is equipping itself to be a great industrial 
center, something like Chicago and Manchester combined.’ 

The new dimension of social life which the uneasy drift and 
agglomeration of human beings was forcing to the attention 
of city administrators was the phenomenon of the crowd— 
la foule. In 1909 Pierre Denis remarked: “Saint-Paul est 
avec Rio le seul point du Brésil ot |’on puisse voir une foule.’’® 
One factor contributing to this rootlessness of the lower classes 
and to their function as an expendable “commodity” was the 
passivity of the proletariat. A report on Sao Paulo’s indus- 
tries in 1901 observed that workers lived under miserable 
conditions; yet when they protested the wage cuts that were 
generic to the vagaries of home industry, they were always 
“obliged by reflection and by circumstances to return to work, 





6 Ironically, the Department itself had declared only two years earlier, 
in 1912, that the city’s textile plants, which then employed nearly 12,000 
workers, were in a position to expand facilities for employing 6,000 more. 
Boletim do Departamento Estadual do Trabalho, I, 1-2 (1911-12), 35. 

7Ibid., III, 12-138, (1914), 467-479, 791-794; IV, 14 (1915), 11-14, 
33-37; V, 19 (1916, 217. 

8 Pierre Denis, Le Brésil au XXe siécle (7th ed.; Paris, 1928), p. 112. 


SAO PAULO IN THE TWENTIETH CENTURY 7 


resigned to the conditions which pecuniary difficulties forced 
the industrialist to impose.”® 

The most effective workers’ leadership in the first two dec- 
ades of the century came from the anarchists. They were 
influential in organizing strategic strikes, and their ad hoc 
“leagues” for combating food scarcity ,avaricious landlords, 
high prices and press censorship occasionally bore fruit. But 
little progress was made toward the goal which they pro- 
fessed to be primary, namely, imbuing the sense of workers’ 
solidarity. The puritanism of Paulista anarchists led them 
to take a long view of the eventual and inevitable emergence 
of the ‘‘new society”; to value workers’ theaters and coopera- 
tive vacation communities above agitation for short hours and 
high wages; and to withhold recognition from compulsory 
institutions (the state) by eschewing political participation 
and electioneering. Partly as a result of this policy, syndical 
groups were by the 1920’s still structured weakly along mu- 
tualistic lines—-organized variously by trades or groups of 
trades, by city districts or by single factories—and exercised 
little power in public life. 

The socialists were more conventional in their tactics and, 
when they met in Sao Paulo for the Second Brazilian Socialist 
Congress (1902), urged foreign workers to become naturalized 
so that they might vote. The Congress committed itself to a 
long list of material benefits and assurances for labor and, 
more broadly, to inspiring solidary associations of class- 
conscious workers and bourgeois intellectuals.!° The socialist 
movement, however, retained an improvised, fictitious char- 
acter. Its intellectualized and largely European leadership 
failed to answer local situations or to arouse sustained popular 
enthusiasm.!! 


Despite their loose organization, however, it appeared for 
a moment in May 1906 that the workers might be starting 
effectively to countervail their employers. A strike was called 
against the “Paulista” railway to protest high-handed action 
against a worker and to exact an eight-hour day and other 


%Antonio Francisco Bandeira Junior, A industria no Estado de Sado 
Paulo (Sao Paulo, 1901), p. xiv. 


100 Estado de Sado Paulo, 30 May-2 June 1902. 


11 Anténio Evaristo de Morais, Apontamentos de direito operdrio (Rio 
de Janeiro, 1905), p. 8. 
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concessions. The strike spread to the “Mogiana” line and to 
industries in Campinas and Sao Paulo. In the capital violence 
flared up, but the strikers were too feebly organized and 
equipped to oppose vested powers that were wholly indisposed 
to recognize proletariat interests. A report of the “Paulista” 
scornfully branded the strike as having “genuine anarchist 
character” and boasted that, with “the ever prompt and 
solicitous aid of the government,” the company was soon run- 
ning its trains again, “conceding nothing to the strikers and 
dismissing from service those employees who as leaders of the 
movement became responsible for the damages incurred.” !” 


The general strike of 1917 far more effectively registered 
new social alignments. That strike, touched off in June with 
a demand by workers in the big Crespi cotton-textile factory 
for a 20% wage increase, spread throughout the city and by 
mid-July immobilized over 20,000 workers who had been suf- 
fering from fierce inflation. In its reporting O Estado de Sado 
Paulo (12 July 1917) was forced to sympathize with the 
worker: “The truth is that at present the situation of the 
worker in Sao Paulo is in general the very worst.” As in 1906, 
there were persons who raised the bugbear of anarchism and 
terrorism. But the press, the government and even a few 
industrialists now recognized the legitimacy of the workers’ 
demands and their right to organize. The Secretary of Justice 
and a Committee of the Press, representing the newspapers, 
became mediators, and the workers’ basic requests were filled." 


One could of course easily exaggerate the workers’ new 
status. Under State President Altino Arantes Marques 
(1916-20) foreigners with socialist beliefs were at times de- 
ported, habeas corpus was violated, and force was employed 
for strike-breaking. A leftist journal of the period pointed 
out a specific irony in the administration of justice. A state 
tribunal had just convicted a dedicated anarchist leader on a 
trumped-up charge of robbery and, in the same session, ac- 
quitted an official of the powerful Matarazzo interests who on 
damning evidence had been charged with falsifying “Italian” 


120 Estado de Sado Paulo, 16-31 May 1906; Relatério no. 57 da Com- 
panhia Paulista de Via Ferreas e Fluviais para a sessdo de Assemblea 
Geral em 30 de junho de 1906 (Sio Paulo, 1906), pp. 11-12. 


13 Boletim do Departamento Estadual do Trabalho, VI, 24 (1917), 
449-451. 
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olive oil.'* Two months later this same journal moved to 
Rio de Janeiro to escape censorship. 

Despite occasionally successful strikes, the workers of Bra- 
zil’s large cities have not displayed discipline, group-conscious- 
ness and ability to generate leadership. They have achieved 
prominence less as a self-assertive force establishing its own 
claims than as a passive, weakly mutualistic body to which 
more militant powers have been making increasingly direct 
appeals. Here in fact is an essential condition of the society. 
For in western Europe—as Georges Sorel, Roberto Michels 
and others have demonstrated—the lower classes were largely 
responsible for creating their own spheres of power. In Sao 
Paulo—as in other areas where industrialization and urbani- 
zation have been of recent and diluvial rather than slow, 
organic development—agrarian attitudes persist. In the early 
1930’s a Belgian found that Sao Paulo’s worker, compared to 
his European counterpart, was “content with his lot, materi- 
ally speaking,” and that: 


... life being after all less difficult and the struggles of 
industry less acute than in the old industrial countries, 
conflicts over wages and work have scarcely any raison 
d’étre, and class war practically does not exist.’ 


The communists, whose Party appeared in Brazil in 1922, 
were perhaps the first group systematically to manipulate 
the lower classes for private purposes. Many of the early ones 
were anarchists discontent with the slow progress of their 
own movement and loyal to genuine socialist aims. But leader- 
ship soon fell to opportunists who exploited the common man’s 
misery, tried to hypnotize him with mass-meetings and urged 
him to violence. Their policy, made necessary by an ever- 
shifting platform, was to mystify rather than educate. Though 
many intellectuals became disillusioned with communism dur- 
ing the 1930’s, its appeal has been strong for workers of Sao 
Paulo and for Santos stevedores. In recent years, despite the 
present illegality of the Party, political administration of 
Santo André, a major industrial sub-center of Sao Paulo, has 
virtually passed into communist hands. It is this communist 


140 parafuso, 3 November 1917. 

15 Henri van Deursen, “L’Emancipation industrielle du Brésil. Carac- 
teres et developpement de l’industrie dans l’Etat de Sao-Paulo,” Revue 
économique internationale, 26, III, 2 (August 1934), 306. 
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influence, as well as the taxes and congestion of the capital, 
which makes decentralization more and more attractive to 
industrialists and is effecting a hegira of factories to small, 
outlying towns. This alarmist attitude exaggerates commu- 
nism much beyond its inherent importance. 

Since the 1930’s other strongly articulate interests have 
entered into competition for the worker’s allegiance. The first 
Vargas administration made a strong play for the support of 
the growing proletariat with its program of social legislation. 
Though many measures, such as the founding of IAPI (Insti- 
tute of Old Age and Industrial Pensions), were constructive, 
the latter phase of the regime, the “New State” (1937-45), 
syndicalized labor in paternalistic, virtually authoritarian 
fashion, interfering with the workers’ freedom of expression 
and association and their right to strike. Given labor’s rela- 
tive docility, this paternalism has abated since 1945 only in 
its more coercive aspects. 

The Church, too, is trying to instate itself with the people. 
It must face the fact that Catholic pageantry is obsolescent in 
a world of sports and movies, and that the flux and uncer- 
tainties of city life have made magic and spiritism more 
appealing to many than ponderous church devotions. And 
indeed the Church has not been caught wholly off balance by 
the modern age. Faced since 1889 with separation from the 
State, and thus less able to exert pressure upon political au- 
thorities, it has gone directly to the people with an up-to-date 
program of “social action.” It sponsors workers’ associations, 
gives domestic aid and counsel, and, through its Catholic Elec- 
toral League, advises voters. A spearhead organization is the 
shrewdly managed Social Action of Sao Paulo’s Jesuits, which 
openly professes as its primary goal, not redemption of the 
masses, but giving commercial and engineering training to 
astute youths who will infiltrate key positions of the indus- 
trial metropolis. In 1946 such educative possibilities were 
enhanced when the Church established the Catholic University 
of Sao Paulo, with faculties of law, science, letters and engi- 
neering and a school of journalism. 

The “exploiting” industrialist has, paradoxically, certain 
advantages in the face of this competition. Unlike the com- 
munist, he can, if so minded, offer the worker both doctrinal 
consistency and long-term material benefits. Unlike the gov- 
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ernment, he has the incentive to personalize labor relations 
and eliminate bureaucratic red tape. Unlike the Church, he 
has no reason to make social assistance contingent upon pro- 
fession of the faith. SESI (Industrial Social Service) and 
SESC (Commercial Social Service) were both created in 1946 
under sponsorship of employers’ groups. They are devoted to 
resolving workers’ domestic and legal problems, broadening 
their social horizons, giving job training, raising living stand- 
ards, defending real wages—and, like the Church, to subsidiz- 
ing the education of promising youths to key technical and 
managerial positions. In its first year SESI set up 37 supply 
posts in Sao Paulo city which undersold retailers by 30 to 50% 
and forced general price cuts in staple foods. 

One morning in 1948 I accompanied a SESI worker on a 
visit to a family of six who inhabited a small brick hut on the 
city’s outskirts. The father was a welldigger earning about 
25 dollars a month, half of which went for rent. The mother, 
in bad health for ten years, could not supplement this income 
since she had never learned to sew or make sweets, and she 
lived too far from the city to become a domestic. The home 
had no electricity and only a little impure water from a shallow 
well which the husband, unable to pay an assistant, could not 
deepen. The whole family was illiterate; they ate only rice 
and beans, except for occasional greens given by a friend, and 
slept, six of them, in three beds. The eldest boy, a ten-year- 
old, had obtained some seeds from a gardener but planted 
only herbs. The first act of the SESI worker had been to 
make the mother get a marriage certificate. With this, the 
husband could obtain a worker’s passbook, with entitlement 
to medical assistance for his wife, schooling for his children 
and, for himself, night courses that might lead to a better- 
paying job in industry. It was also the social worker’s hope 
to persuade the mother that she take in laundry and to induce 
the eldest boy to plant something more nourishing than herbs. 

If this family—originally from a fazenda and living despair- 
fully in a city whose ways were only partly understood—is 
typical of a sizable portion of the lower class, it is evident why 
the underprivileged have not displayed more discipline and 
militancy. As for the underdog who manages to better his 
status, he does so under the patronage of a vested interest or 
else, through luck or ingenuity, capitalizes on unexpected 
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opportunities of an expanding economy and relatively per- 
missive society; in either case he receives little incentive 
toward “class solidarity.” 

Its perennial general strikes suggest that the workers of 
France are acutely aware of economic inequalities. Yet when 
a French social worker conducted a housing survey in Sao 
Paulo in 1947 he discovered that the bulk of the French people 
were by comparison well housed and had the skill of turning 
a few modest rooms into comfortably furnished quarters. In 
Sao Paulo comfort was a function of mere space rather than 
of adroit homemaking. Its housing, far more than France’s, 
was polarized into extremes. Thirty-seven per cent of the 
cases surveyed were unimprovable hovels or near-hovels, 
sometimes accommodating 18 persons in two rooms; 24% were 
substandard but improvable; 20% were comfortable or luxu- 
rious and included many mansions of 20 rooms or more. Only 
19% were average, or “satisfactory,” dwellings.'® Likewise 
for eating habits—the diet of Sao Paulo’s poorer classes cen- 
ters in rice, beans, bread and coffee, while that of the wealthy 
bristles with imported delicacies. The art of devising a varied, 
healthful menu within the limits of a modest budget is one 
rarely practiced by any of the city’s classes.'* 

That the discontinuities indicated have not been more sub- 
versive may be ascribed to the city’s paternalistic traditions 
(some of them now being re-created in new guises) and to the 
social fluidity and permissiveness of the current years of 
change. In speaking of class structure and tensions one can- 
not properly apply economic or political class criteria that 
pertain in western Europe or America. One must seek out 
local determinants of status together with the expectancies of 
the various status groups. If there are no expectancies, as 
with the welldigger described above, there is little threat to 
the social order. If expectancies are realized, as with a grad- 


16 P, J. L. Lebret, “Sondagem preliminar a um estudo sébre a habitacao 
em Sao Paulo,” Revista do Arquiro Municipal, CXKXXIX (April-May 
1951), 7-52. See also Donald Pierson, “Habitacoes de Sao Paulo: Estudo 
comparativo,” Revista do Arquivo Municipal, LXXXI (Jan.-Feb. 1942), 
199-238. 

17 Oscar Egydio de Araujo, “A alimentacio da classe obreira de Sao 
Paulo,’ Revista do Arquivo Municipal, LXIX (Aug. 1940), 91-116; 
Donald Pierson, “Habitos alimentares em S&o Paulo, estudo compara- 
tivo,” Revista do Arquivo Municipal, XCVIII (Sept.-Oct. 1944), 45-79. 
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ually promoted public functionary of humble origin, there is 
likewise little threat. Unrest occurs only when expectancies 
are denied—as when an informed semi-skilled worker is re- 
peatedly denied privileges, or when a wellborn professional 
man is crushed by inflation, or when a powerful industrialist 
is blocked from political influence. 

The continuing interaction of the patriarchal and industrial 
orders imparts an intricate, unresolved character to the pat- 
tern of social determinants and expectancies in Sao Paulo. 
The following class schema for urban Brazil, however, devised 
by Ralph Beals, is suggestive: 

UPPER: (Elite tends to define self racially but ideologi- 
cally opposed to discrimination in economic and political 
matters.) Landholders turning to industry, banking, 
commerce; high government officials; heads of church 
and army; many professional men; declining number 
of intellectuals. 

[mild breaching of barriers] 

MIDDLE: Managerial; middle bureaucracy; storekeepers; 
some professionals and intellectuals; teachers; some 
service personnel and technicians; white-collar workers. 

[increasing breaching of barriers] 

LOWER: (Little racial discrimination; few barriers to 
marriage. Large groups of extremely impoverished.) 
Petty civil servants; small shopkeepers; artisans; work- 
ing-class groups.'§ 


Of special importance is the increasing class mobility, the 
gradual obliteration of lineage as a criterion of status. 
Though commonly hailed as an omen of “democracy,” this 
may well portend something else if mobility is down rather 
than up—if, for instance, the aristocrat becomes déclassé or 
the white-collar worker is proletarianized. Further, the ero- 
sion of traditional status determinants opens new expectancies 
throughout society. This in turn increases the potential for 
disequilibrium, for there is a successively wider scale of points 
at which political malfeasance, economic depression or social 
intolerance can upset expectancies and induce tension. 

Much depends, therefore, upon the prevision and noblesse 
oblige of those in controlling status. Despite occasional phi- 
anthropies and their official sallies into social assistance, how- 


18 Ralph L. Beals, “Social Stratification in Latin America,” The 
American Journal of Sociology, LVIII, 4 (Jan. 1958), 334. 
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ever, members of the upper crust display a minimum of these 
qualities in their way of life. A Frenchman who twenty years 
ago visited Sao Paulo’s fashionable Hotel Esplanada found 
that: 


The refinements of manner borrowed from old European 

societies and displayed with ostentation give the effect of 

unwitting caricature and in no way conceal sentiments of 

primitive crudity. One swiftly has the impression that all 

is false in this room—save the jewels.’® 

Many grd-finos, as the wealthy are called, are parvenus 
without cultural roots enjoying bloated, lightly taxed profits. 
Their faster pace of life has caused an American complex of 
martinis, night clubs, Cadillacs and sportive weekends to dis- 
place Gallic affectations of the recent past. In 1945 the mar- 
riage of a famous industrialist’s heiress was preceded by 
8 receptions, 26 dinners and 23 suppers; the ceremonies proper 
lasted three days and cost 300,000 dollars.*° Recently a young 
tycoon was reported to be building his fiancée: 


. a million-dollar house in suburban Santo Amaro with 
two Turkish baths, a shooting gallery, a bowling alley and 
an outdoor swimming pool. It will also have a 130-ft. 
indoor swimming pool with a cascade of water 30 ft. wide 
and 21 ft. high at one end. By swimming through his 
waterfall, [the owner] will find himself in a grotto equipped 
with bar, bath and bed.*! 


How to translate noblesse oblige into the terms of a non- 
traditional society is a dilemma of Sao Paulo and of the mod- 
ern world at large. 


2. Industrialism 


In the school maintained by the Dante Alighieri Society 
they taught the following sequence: 

“Where was Christopher Columbus born?” 

“In Genoa.” 

“Who takes care of the coffee in the state of Sao Paulo?” 

“The Italian.” 

“Who invented the Ford car?” 

“Count Matarazzo.” 

—Plinio Salgado, O estrangeiro (1926). 


19 Louis Mouralis, Un séjour aux Etats-Unis du Brésil (Paris, 1934), 
pp. 8-9. 

20 Joel Silveira, Grd-finos em S. Paulo e outras noticias do Brasil 
(Sao Paulo, 1946), pp. 37-45. 

“1 Time, 21 January 1952. 
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Most of the prominent Latin American cities developed as 
bureaucratic, commercial and cultural centers. Their customs, 
society, city plan and rhythm of life were not shaped by 
industrial conditions. Sao Paulo is the most notable exception 
to this norm. It began attracting industry shortly before 
1890, at the time of metropolitan expansion, and today exhibits 
Latin America’s largest industrial concentration. The casual 
observer does not receive from Sao Paulo, however, the bleak 
sense of grime and soot and oppressiveness offered by most 
industrial cities. Sao Paulo expanded radially in a burst of 
undisciplined energy. Industries and homes are scattered 
with a prodigal use of space that leaves unexpected open and 
unimproved areas. One has at least a visual sense that Sao 
Paulo is built on land, that it is not an “asphalt jungle.” 

Within this general cast, however, standard problems aris- 
ing from the swift, unplanned growth of a factory community 
may readily be discerned. A perennial sore point, for ex- 
ample, has been the question of workers’ housing. As long ago 
as 1893 a municipal commission which investigated corticos 
(slum dwellings; literally, beehives) recommended demolition 
of substandard residences and construction of inexpensive, 
spacious, hygienic workers’ communities, where truck farming 
might round out a family’s income and activities, and bring 
the city’s socio-economic life into better balance. 


A city like this, surrounded by the amplest terrains, ... 
should not harbor in its bosom those dens called cortigos 
where the strongest health withers and the imprudent 
worker, in quest of an illusory and fatal saving, almost 
always encounters the germs that dispatch him.*? 


But in this as in any swiftly expanding economy, long-range 
plans and the sense of inter-class community were alien. A 
project of the industrialist Jorge Street, which distributed 
profits annually to workers and made their children’s educa- 
tion compulsory, was perhaps the sole exception to the fol- 
lowing observation of the Department of Labor (1912): 
“Few are the industrialists who concern themselves with the 


22 Relatério apresentado a@ Camara Municipal de Sado Paulo pelo In- 
tendente Municipal Cesdrio Ramalho da Silva—1893 (Sao Paulo, 1894), 
pp. 49-54. 
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problem of workers’ homes. Of these none does so in a hu- 
manitarian or altruistic spirit.” =* 

In 1940 about one-half of the city’s inhabitants suffered 
from substandard living conditions. A survey of 261 corticos 
in that year revealed that only 43°: of their residents were 
in sound health.** Part of the cortico problem was explainable 
by the city’s lack of decent low-cost dwellings and by the 
workers’ need to congregate near their place of employment 
because of the inadequacy and high cost of transportation. 
Remedies for these deficiencies have been increasingly sought 
in the 1940’s and 1950’s. *Though projects of private indus- 
trialists tend to favor better-paid workers, the government’s 
IAPI has been constructing large communities of low-cost, 
unpretentious homes and apartments with all the appurte- 
nances of social, educational and commercial life. Rents are 
figured to approximate one-third of the tenant’s income and 
to yield IAPI 3 or 4%, both ratios being low for Brazil. 

The analysis of the city’s physical shortcomings in the 1940 
survey was, however, less significant than the habit of mind, 
partly responsible for and partly bred by the cortico, which it 
depicted. Poverty, overcrowding and women’s need to work 
outside for wages of course contribute to the cortico’s lack of 
order and hygiene. But of comparable weight is the ‘‘absence 
of domestic education,” for it was sometimes found that 
cortico proprietors, despite their high incomes, live under the 
same insalubrious conditions as their tenants. The cortico, 
in other words, is not to be expunged by mere physical re- 
arrangements; it embodies a mental attitude, a traditional 
unconcern with comfort and hygiene and, often, a compulsion 
to live, at whatever disadvantage, near the excitement, com- 
motion and bright lights of the urban center and its thorough- 
fares. 

In searching for ways to enrich the communal life of 
unprivileged workers, planners must examine and learn from 
the social ‘organization of the cortico itself. The housing 
problem will not be solved by mere expenditures of money 
and resettlements of persons. Unlike the impersonal slums 


23 Boletim do Departamento Estadual do Trabalho, I, 1-2 ( 1911-12), 
35-77. 

“4 Guiomar Urbina Teles, “O problema do cortico,” Servico social, 
II-III, 23-27 (Nov. 1940-March 1941). 
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and tenements of other cities, SAo Paulo’s cortico, with its 
one-story grouping of cubicles around a central patio and 
common plumbing facilities, is relatively cohesive. In spite 
of their squabbles and intrigues, persons born and raised in 
a cortico of, say, 200 dwellers develop sociability and the 
habits of mutual aid and shared experience. Those who plan 
the modern workers’ towns must see the cortico not simply 
as an unhealthy canker, but also as an institution which, 
within narrow limits, meets human needs and embodies social 
attitudes. The cortico retains, in however degenerate a form, 
aspects of the pre-industrial “neighborhood” and its face-to- 
face relationships. This mutualistic spirit, like that of the 
early labor syndicates and anarchist leagues, should be in 
some manner preserved and utilized by the industrial me- 
tropolis. 

Just as the city’s proletariat has distinctive traits which 
must affect any future dispositions, so its industry possesses 
an anatomy peculiar to itself. 

The primary character of SdAo Paulo’s industry is that it 
emerged recently in an agrarian, “underdeveloped” nation, 
largely in response to external, international factors. To na- 
tions such as Brazil it became evident in the second half of 
the nineteenth century that western Europe was evolving 
economically (and thus “progressing” culturally, so it was 
held) at a rate of change that was geometric rather than 
arithmetic. The market for industrial products was in that 
era far more elastic than that for agricultural products. 
Brazil, like many other countries, suddenly discovered that to 
continue trading off farm exports for manufactured imports 
in a free international market would soon ruin its economy. 
Its protectionist tariffs of the early republican period were 
in answer to this threat. 

Though international wars and depressions have stimulated 
Brazilian industrialization, it is fundamentally linked to this 
more permanent situation. Many novel industrial configura- 
tions are produced, for Brazil must import techniques—such 
as machine technology, or systems of banking, credit and mar- 
keting—from lands which evolved habits of mind and social 
organization along with them. Attitudes and social changes 
cannot, however, be incorporated like machines or railways; 
one cannot legislate into being the capitalist ethic, namely, 
the habit of impersonalizing and universalizing socio-economic 
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relationships and of basing upon them a “rational” calculus 
of profit and loss. 

The fact that Brazilian industry is largely a formal political 
necessity means that it survives under paternalistic auspices. 
Although paternalist measures can animate specific capitalist 
ventures, paternalism as a social philosophy is incompatible 
with the capitalist ethic. Caio Prado Junior has described 
as follows the placid, “parasitic” prospects awaiting Brazilian 
industries in about 1920: 


They will not undergo the struggle for conquest and 
expansion of markets which constitutes the great stimulus 
for capitalistic enterprises and is primarily responsible for 
the dizzy progress of modern industry. It can be said that 
markets will come to them in an appeal for home production 
of articles which the country’s financial situation has pre- 
vented from being purchased abroad... . Brazilian indus- 
trialists will live as a family, a peaceful family within 
which opportunities are fraternally distributed.*° 


It is always within this context that the apparent dynamism 
and anti-traditionalism of Sao Paulo’s industry must be 
viewed. 

Given the inevitability of Brazil’s industrialization, the 
emergence of Sao Paulo as a focal point was hardly surprising. 
In two broad respects a climate propitious for economic change 
had developed in the city during the nineteenth century. First, 
Sao Paulo, as the site of an important law academy, was 
receptive to liberal, cosmopolitan ideas and institutions which, 
ostensibly at least, displaced the city’s modest colonial tra- 
ditions with ease. Second, the Paulista coffee boom repre- 
sented an “industrial” (rather than quasi-feudal) exploitation 
which freed rural entrepreneurs, workers and capital accu- 
mulations to migrate from country to city—and in time of 
agricultural crisis impelled them so to do. 

If, now, we examine a semicircle with fifty-mile radii ex- 
tending from Sao Paulo west to Sorocaba, north to Campinas 
and east to Mogi das Cruzes, we will find that it unites six 
specific ingredients for an industrial park. (1) A rail and 
highway network with connections, via Sao Paulo, to the port 
of Santos. (2) An accessible, populous market enjoying a 
higher living standard than most of Brazil. The region re- 


“5 Prado Junior, op. cit., p. 2738. 
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ferred to now contains 5° of the area of Sao Paulo state and 
40° of its 9,000,000 population; it has easy commerce with 
the rest of the state and with neighbors to the north, west 
and south.** (3) Raw materials. Staples for basic industries 
like textiles, ceramics, cement, furniture and food-processing 
all exist locally, and Sao Paulo is favorably placed to receive 
iron, coal and petroleum of Brazilian or overseas origin. In 
1951 Brazil’s first inter-city oil pipeline was opened between 
Santos and Sao Paulo, trippling the petroleum delivery that 
the overburdened railway had made from the port. The gov- 
ernment’s big Volta Redonda steel mill is in the Paraiba valley 
between Sao Paulo and Rio; by 1956 an even larger mill, 
eventually to produce a million tons a year, will be operating 
in Sao Paulo itself. (4) Capital. Initially a by-product of 
the coffee boom, it was supplemented by the limited funds 
and high business acumen of enterprising immigrants, notably 
Italians and Near-Easterners. 

(5) Labor. Europeans originally subsidized for work on 
fazendas were the early nucleus of the labor force. They were 
joined by waves of “spontaneous,” or self-financed, immi- 
grants attracted by Sao Paulo’s temperate climate, economic 
opportunities and freely negotiable short-term labor contracts. 
Between 1908 and 1920 Santos received 190,000 subsidized 
immigrants, nearly all of whom went, at least initially, to 
fazendas, and 340,000 “spontaneous” ones, of whom 80% 
took jobs with industry, trade or railways in the capital and 
other cities. Many such foreigners supplied technical skills, 
metallurgic and mechanical for example, which Sao Paulo’s 
schools did not yet teach." 


“6 The major entities of southern Brazil that fall within Sao Paulo 
city’s economic reach (Sao Paulo, Rio de Janeiro, Espirito Santo, Minas 
Gerais, Parana, Santa Catarina, Rio Grande and the Federal District) 
contain only 18% of the nation’s area but 50% of its population, 71% of 
its highways, 74% of its railways and 89% of its electric power. 

-7 During the quarter-century after 1908 a million foreigners entered 
via Santos and slightly over half a million departed. Japanese showed 
an overwhelming tendency to strike roots; Portuguese, eastern Euro- 
peans (except Russians) and Near-Easterners were moderately stable; 
Italians and Germans emigrated in almost the numbers that they arrived. 
Urban immigrants were much less apt to remain than agricultural, which 
intensified the permutations of Sao Paulo city. Fernand Maurette, 
Alguns aspectos sociais do desenvolvimento atual e futuro da economia 
brasileira (Geneva, 1937), pp. 89-90. 
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After World War I non-Mediterraneans figured prominently 
in the levies—especially east Europeans, many of them from 
dissident minorities created by Versailles, and Japanese, who 
were settled by a colonizing agency that their government had 
founded in 1917. In 1934 the restrictive quotas of the Vargas 
regime cut foreign immigration to a trickle.“ Sao Paulo’s 
need for factory and farm labor, however, continued to be 
served by internal migrations. These had been accentuated 
in 1927, when tens of thousands, drawn by Sao Paulo’s coffee 
prosperity and traveling under grueling conditions, fled a 
severe drought in the northeast. In 1935-39 96% of the 
state’s 285,000 immigrants were Brazilian nationals.*® Since 
World War II arrivals from overseas have remained at a 
minimum owing to the government’s insistence that foreigners 
be skilled farmers who will revitalize home agriculture and not 
compete in urban jobs. 


Though the five factors so far given must be taken as an 
interrelated complex, the final one may perhaps be isolated 
as a precipitant, without which the heavy industrial develop- 
ment in the years and aftermaths of two World Wars would 
have been far milder. (6) Hydroelectric power. In the early 
1890’s a 50-kilowatt steam engine supplied the city’s electric 
lights. By 1900 the S. Paulo Tramway, Light and Power Co., 
Ltd., organized in Toronto, had absorbed the earlier company 
along with the two city transit systems. Shortly a dam and 
power plant were completed west of Sado Paulo on the Tieté. 
When it was perceived, however, that waters of this river 
would, in their gradual descent inland, never meet the city’s 
fast-growing needs for power, the “Light” constructed a series 
of dams in the swampy valleys of the Tieté’s affluents, close 
to the rainy crest of the coastal range. Waters which had 


28 Salvio de Almeida Azevedo, “Imigraciio e colonisaciio no Estado de 
Sao Paulo, “Revista do Arquivo Municipal, LXXV (April 1941), 105-158; 
Henrique Doria de Vasconcelos, “Alguns aspectos da imigracao no 
Brasil,’’ Boletim do Servigo de Imigracdo e Colonisagao, 3 (March 1941), 
5-36. 

29 “A Hospedaria de Imigrantes,” O observador econémico e financeiro, 
IV, 47 (Des. 1939), 53-66; Fernando Mibielli de Carvalho, ‘“‘Populacao 
e imigracao,” Revista brasileira de estatistica, III, 9 (Jan.-March 1942), 
111-124. 

A recent drought in the northeast brought over 1,100 persons a day 
into Sao Paulo state. New York Times, 16 Feb. 1952. 
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reached the Atlantic via the River Plate after an inland 
course of 2,500 miles were then pumped from vast reservoirs 
to plunge directly down the littoral escarpment. At the end 
of 1953 the “Light” had an installed capacity of 1,000,000 
kilowatts and, since the city’s power needs were critically in 
advance of this amount, expected nearly to double it within 
two years. In a country whose fuels are scarce and of low 
grade, it is clear a supply such as this can be expected sharply 
to concentrate industry. Sao Paulo state has come to account 
for roughly one-half the value of Brazil’s manufactures and 
the city alone for one-quarter. 

Having characterized the trend of Brazilian industrializa- 
tion and suggested reasons for Sao Paulo’s eminent role, we 
are now to examine the structure and attributes of the city’s 
industrial park. Its fortuitous and heterogeneous mode of 
growth is a common denominator of the aspects to be discussed. 

Corporate structure. Industry here suddenly invaded an 
agrarian society where surplus funds were by preference 
invested in securities bearing strong guarantees of a fixed 
return, such as mortgages, state bonds and bank securities, 
or in ventures which promised swiftly to double or triple their 
capital. Real estate frequently combined the assurances of 
one with the exorbitant premiums of the other. With few 
funds available for run-of-the-mill risk ventures, industrial 
capital was usually furnished not by numbers of “anonymous” 
shareholders but by the entrepreneur, his family and a few 
friends having faith in his personal qualities. 

Francisco Matarazzo’s ‘‘United Industries” is the most 
striking example of such an enterprise. Matarazzo, who as 
an immigrant from Italy had lost his initial capital in a ship- 
wreck, transferred his affairs from Sorocaba to Sao Paulo at 
the end of the last century. In 1900, assisted by British cap- 
ital and technicians, he built his first flour mill. Next he 
turned to making sacks for his products and in 1904 put up 
a large textile plant. This led to cottonseed-oil mills and 
thence to soap and toiletries. Packing cases were then neces- 
sary and, to produce them, sawmills. So it went. By the out- 
break of World War I his textile plants were engaged in 
spinning, mercerizing and dyeing. The war itself stimulated 
expansion and profits. Socialists ruefully charged that Mata- 
razzo, named Count by the Italian King for his services, 
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secretly yearned to subscribe to the war loans of both sides 
so as to prolong the conflict and his heightened income.*® 


By 1925 ownership of the United Industries with their 
many home and foreign branches was vested in 150,000 shares; 
over 70,000 were held by Matarazzo and most of the rest by 
his family. Matarazzo was the agent for the Bank of Naples 
and for the Fiat company. He controlled ships, railway cars, 
trucks and an insurance business. His industries had ramified 
into artificial silk, chemicals, distilling, perfume, candles, 
varnish, ceramics, oils, tanning, meat-packing, metallurgy, 
salt and sugar refining, carpentry and plaster. He died in 
1937, bequeathing Latin America’s foremost industrial empire 
to his son, Francisco Jr.*! 


Other Italians, like Crespi, Siciliano, Scarpa and Gamba, 
and Near-Easterners, like Jafet and Maluf, paralleled Mata- 
razzo’s achievements, though less spectacularly. Common to 
all was a shrewd perception of the character and potentials 
of Paulista economic life. Their modest origins left them 
without preconceptions derived from formal acquaintance with 
the theories and institutions of European capitalism. They 
worked their multiform empires up from nuclear basic indus- 
tries and always in directions where consumers’ wants, avail- 
able resources and their own ingenuities were effective. 
Skilled at improvising unconventional industrial and financial 
arrangements, they were careful not to rely heavily upon 
agents, either in Brazil or abroad, for basic capital or for 
essential steps in the industrial process. 


The day after Matarazzo’s death a newspaper suggestively 
compared two great industrialists: Viscount Maua of the nine- 
teenth century and Matarazzo of the twentieth.** A full 
analogy would have set the former’s frustrating commitment 
to imported ideas, procedures and institutions against the lat- 
ter’s flexible and pragmatic improvisations. The sequence 
of these two men symbolizes a phase of what the sociologist 
Roberto Michels called (though without embracing the rigid 


300 parafuso, 7 July 1917. 


31 A, d’Atri, L’Etat de Sado Paulo et le renouvellement économique de 
VEurope (Paris, 1926), pp. 115 ff.; Im memoriam—Conde Francisco 
Matarazzo (Sao Paulo, n. d.). 


32 Diario de Sado Paulo, 11 Feb. 1937. 
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dialectics of classical Marxism) the “metabolism” of society. 
A change had occurred in the system of economic production, 
and the incumbent leading class, proven unadaptable, was 
joined and partly displaced by persons of lower status who 
were uncommitted to prescribed habits and rhetoric. 

The vast majority of industrial concerns of course do not 
expand like the giants referred to. Throughout the city 
large, well-equipped plants have always coexisted with small 
shops, even domestic ateliers, using long outmoded techniques. 
At the turn of the century it was remarked that hundreds of 
manufactories were hidden “in places that the public does 
not see.’’** These ateliers successfully competed with large- 
scale production because their overhead was negligible, be- 
cause their proprietors took profits out only for subsistence 
and because consumers were concerned with prices of articles 
and not habituated to examining their quality. 

This picture still holds true. Of 8,400 establishments in 
the city classed as factories in 1941, 6,000 employed twelve 
workers or less and 7,800 employed a hundred or less; only 
170 employed over five hundred.** Continuance of small-scale, 
often exploitative hand labor is attributable to the flaccidity 
of the syndical movement and to the excessive profits that 
big firms are forced to yield. Moreover, large-scale produc- 
tion does not run at standard efficiency, which is the next 
aspect to be taken up. 

Factory efficiency. Despite the recency of Sao Paulo’s in- 
dustrial boom, much of its plant equipment is over-age. Lack 
of a strongly competitive market, lack of local heavy industries 
and lack of foreign exchange with which to import capital 
goods have conspired to keep machines in use that date from 
the early expansion of forty or fifty years ago. Exceptions 
can of course be made. During World War I local firms were 
forced to turn out machines for processing farm products. 
Since the 1930’s equipment such as band saws, boilers, hy- 
draulic presses, machines for the paper and chemical indus- 
tries and machines for processing cotton and vegetable oils 
has also been locally produced. The Institute of Technological 


33 Bandeira Junior, op. cit., p. xi. 
34 A Gazeta, 27 Feb. 1942. 
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Research, founded in 1934 as an adjunct of the Polytechnic 
School, has assisted considerably in this realm.*® 


Even allowing, however, for these developments and for 
changes wrought by World War II, it remains true that many 
plants are antiquated and badly run. One observer shows the 
rolling mills to be “deficient and uneconomical’ and copied 
from aged models; rolling, he claims, takes twenty man-hours 
per ton, a figure which should cover the whole metallurgic 
process from mine to final lamination.*® Another one finds 
vast sums lost yearly to the textile industry by faulty use of 
power and improper lubrication. “As our industries grew 
under a regime of empiricism, we cling to empirical methods 
of work, with the general result of scanty, defective and ex- 
pensive products.” ** A U.N. commission reports that, although 
Sao Paulo state’s textile machinery is modern for Brazil, only 
35% of the spindles and 12.5% of the looms are new. 

The U.N. report, however, points out a group of factors 
more important than over-age machines as a cause of plant 
inefficiency. These include, first, inadequately specialized 
production. Second, improper conditions of manufacture: 
uncleanliness, sloppy maintenance of machines, lack of humid- 
ity control and yarns of unreliable quality. Third, the use 
of superfluous labor. This last is in turn related to: perpetua- 
tion of old-fashioned work patterns; an excessive increment 
of unskilled labor in relation to jobs created by new invest- 
ment; the combination of low wages and high prices; weak 
commercial competition and the existence, partly owing to 
deficient transportation, of monopolistic trading areas. The 
report concludes that most of these disadvantages can be 
remedied expeditiously and at moderate cost by rationalizing 
techniques and reorganizing personnel.*® 


359 “Producio de maquinas,” Revista industrial de Sado Paulo, IV, 30 
(May 1947), 30. 

36 Amaro Lanari Junior, “A laminacao do ferro em S. Paulo,” Revista 
industrial de Sdo Paulo, I, 6 (May 1945), 35. 

370. Pupo Nogueira, “A propdsito da modernizagao de uma grande 
industria,” Revista industrial de Sado Paulo, I, 6 (May 1945), 18. See 
also Instituto de Organizacao Racional do Tralbalho, Jornada contra o 
desperdicio realizada de 11 a 23 de dezembro de 1938, pp. 87-123. 
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It is of course theoretically true that persons of any land 
could, as biological organisms, be regimented in a fashion to 
attain comparable levels of output. What the U.N. report 
fails properly to consider, however, are the cultural implica- 
tions of industrial efficiency. To change this single factor in 
an economy is to change the whole intricate scheme of human 
values and incentives, as exhibited by consumer, producer and 
worker. If broad, humanistic controls are not employed in 
rationalizing industry, it becomes likely that men will be 
manipulated as statistical entities. That production figures 
absolutely and universally define maximum “efficiency” and 
social wellbeing is a myth. Efficiency in its full sense is not 
quantitative. Nor can it directly and swiftly be achieved by 
manipulation of men and machines. It is rather a by-product 
of rich, self-consistent relationships within a community of 
men, and is specified in terms of their given culture. We are 
led, then, to consider Sao Paulo’s workers. 


Labor. In the past twenty years the state’s industrial work- 
ers have swelled from 150,000 to 700,000 and those of the city 
itself from 100,000 to 400,000. This rapid growth of the labor 
force and its scanty professional training combine with dis- 
orders of the freewheeling economy to produce marked occu- 
pational instability. Fluctuation within professions, mobility 
among professions and rural-urban migrations are all exhib- 
ited. (Though the attraction of urban life and wages causes 
migrations to be primarily country-to-city, the war crisis of 
1914 and the industrial one of 1931 induced contrary move- 
ments.) 


Writing in 1934, van Deursen found the professional esprit 
of Europe largely absent: 


Here the common man changes his métier with surprising 
ease. Today a cabdriver, tomorrow he will decide to be a 
butcher ..., only to open later on a café or little general store 
which, dissatisfied once again, he will give up to take work as 





tivity of the Cotton Textile Industry in Five Latin-American Countries 
(New York, 1951), pp. 17-49. 

The dearth of engineers is of course relevant to the situation. Brazil 
has only one-quarter as many, proportionately, as the United States. 
In the 1940’s the deficit of industrial engineers was estimated at 30-40%; 
one year a single factory in Sao Paulo proposed to hire the entire grad- 
uating class of the Polytechnic School. 
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a laborer, or simple “operative,” in a factory, a construction 
project, or public works.” ** 
A Brazilian comments in a similar vein: “Our worker, then, 
is a nomad of labor, rarely coming to have that attachment 
to calling which forms working dynasties in lands of older 
and more advanced industry than ours.’’*® 


Though such workers hamper productivity, they nonetheless 
have compensating endowments, and it is from the full and 
integrated range of the workers’ qualities that the industrial 
park should take its complexion. The fact that many are by 
origin rural and the fact that much land in and near the city 
is cultivable suggest a class of suburban factory-farm workers. 
The dual occupation would, in a broad socio-cultural sense, 
offer a fuller life to a working family—as has already been 
proven in the successful experiments of a number of industrial 
plants in the city’s environs. It would also cushion them 
against fluctuations of Sao Paulo’s somewhat disequilibrated 
industrial system. And it would help solve the problem of 
feeding the capital of a state in which, between 1938 and 1944, 
the value of manufactures rose 300% as against only 120% 
for farm products. 


Sao Paulo’s worker possesses extensive if not intensive 
occupational experience. As high rates of absenteeism attest, 
he does not accept diligence and assiduity as ends in them- 
selves. He is not yet regimented by large, impersonal syndi- 
cates and factories to the point of his acquiescing in a perma- 
nent routine for the sole assurance of tenure and long-term 
wage increases; security and income are but a sector of a 
larger range of incentives. 

Private and public plans to stabilize the industrial economy 
must therefore treat the worker and his family as human 
beings, not as creatures to be predictably shuffled about in 
physical and pecuniary arrangements. The divers interrelated 
functions of SESI are a recognition of this need. SENAI 
(National Service of Industrial Apprenticeship) is another 
pivotal agency. Its tasks are to vest youthful workers with 
professional skills and esprit and, a more imaginative one, to 


*" Van Deursen, loc. cit., p. 302. 


400. Pupo Iogueira, A industria em face das leis do trabalho (Sao 
Paulo, 1935), p. 40. 
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mediate between the foreign, codified procedure and the unique 
logic and animus of Brazilian life. 

Persistent Catholic-agrarian attitudes distinctively imbuing 
Sao Paulo’s economy are often at variance with imported in- 
dustrial modes. Jdégo de bicho, a popular game of chance 
attached parasitically to official lotteries, compensates for 
this hiatus between the common man’s inclinations and the 
urban ways that exact his compliance. Mouralis spoke of its 
“redoubtable spirit that allows blind hope to destroy the love 
of work and stresses the instability of all things.”*! The strict 
morality attending the game’s highly informal conduct should 
suggest to industrial planners that social “efficiency” awaits 
any institution answering deep-seated needs. 

It is vital to recognize that Sao Paulo retains qualities of 
the face-to-face community, however sparsely articulated, 
which have elsewhere vanished and whose recovery is dearly 
sought. The success and efficiency of the industrial park rest 
not with production indices but with the measure in which it 
comes to enshrine regional, socio-cultural traditions. Foreign 
techniques and solutions must be received with high discrimi- 
nation, that they may serve rather than dictate the design of 
industrial growth. In short, the shrewd pragmatism of a 
Matarazzo, issuing freshly and recurrently from present, 
angular realities, should—in other ways and for other ends— 
inform the legislator, industrialist, technician, foreman and 
labor leader. 

Sao Paulo’s industry apparently exhibits no commanding 
movement toward monolithic amalgamation. And, whatever 
its disadvantages, the scarcity of industrial capital has at 
least spared the economy the evils of overcapitalization and 
topheavy corporate combinations. Lucila Herrmann proves 
that in the early 1940’s the expansion of the industrial park 
“was attributable to the numerical increase of small plants 
employing few workers.” Another of her conclusions stresses 
the broad significance of this trend for the milieu we are 
considering: 

In small factories—where contact between owner and 
worker and among the workers is primary, that is, direct, 
face-to-face, more intimate and of a nature more affective 
than formal—a stronger solidarity is engendered; this is 


41 Mouralis, op. cit., p. 7. 
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more favorable to job stability than large factories, where 

contacts between owners and the mass are indirect and 

formal.** 

Factors of demand and production. The city’s industrial 
park reflects the needs of consumers having limited buying 
power. Although the per capita income of Sao Paulo state 
is three times that of Brazil, it is only one-third that of the 
United States. Light basic industries demanding minimal 
skilled labor and capital have always predominated. In 1946 
the major categories, and workers employed therein, were: 
textiles (85,000), mechanical and electrical appliances (57,- 
000), building and furniture (42,000), foodstuffs (30,000), 
clothing (27,000), chemical and pharmaceutical (20,000), 
others (66,000). 

Certain anomalies, however, are to be considered. The in- 
dustrial market is still in process of growth and definition; 
large sectors have never been competitively exploited. Neither 
the knowledge nor incentive exists for determining its pre- 
cise lineaments and for adjusting production accordingly. 
Despite the slim resources of consumers at large, moreover, 
unequal distribution of wealth causes a small but articulate 
group to demand and pay excessive prices for luxuries and 
semi-luxuries that require the most advanced industrial tech- 
niques. 

The spasmodic production movement characteristic of new 
industry is exaggerated by the influence of foreign concerns. 
Many are directly represented in Sao Paulo by large factories, 
assembly plants or stores, the leading American firms being 
General Motors, Ford, Anderson Clayton, International Har- 
vester, Firestone, Otis Elevator and Sears, Roebuck. Though 
such plants serve as organizational models, they also provoke 
sudden, erratic shifts in the supply-and-demand schedule by 
introducing new products, designs and techniques that have 
been elaborated only gradually in their home countries. 


Extraneous pressures and an indifference to the shape of 
the total market therefore restrain Sao Paulo’s industrial 
plant from properly answering basic needs of the entire con- 


42 Lucila Herrmann, “Caracteristicas da evolucaéo do parque indus- 
trial do Estado de Siio Paulo,” Revista de administracdo, I, 4 (Dec. 
1947, 91, and Fluctuagdo e mobilidade da méo-de-obra fabril em Sao 
Paulo (Sao Paulo, 1948), pp. 6-7. 
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suming public. Dr. Herrmann has confirmed this statistically 
and reports: 


. . on the one hand, a greater concern of industrialists 
with products serving urban life, at the expense of those 
serving rural; on the other, heightened interest in products 
less essential to life but subject to large profits, and slack- 
ened interest in manufacture of articles more essential to 
life and health.** 


It should be emphasized that the judgments, explicit and 
implicit, in the foregoing pages add up to no program. The 
only certainties advanced are that living traditions are not 
to be denied; that concentration, quantity and short-term 
profits do not adequately gauge industrial strength; that a 
region industrializing in the twentieth century can be easily 
misled by the design and solutions of one that industrialized 
in the nineteenth. These principles serve public and private 
interests indistinguishably and, unless Sao Paulo’s industrial 
economy is to lapse into permanent disequilibrium, must be 
acknowledged. 


Sao Paulo should learn from rather than imitate its pred- 
ecessors. Western Europe and, especially, the United States 
have incurred onerous “social costs’ with their industry. 
Many of these costs do not yet severely weigh upon Sao Paulo. 
They include such items as: regimented and routinized lives; 
loss of warm and living modes of primary association among 
men; commercialized human relations and ascendancy of the 
profit motive; polluted cities dissociated from the natural 
attractions and freedom of the country; squandered resources 
and ruinous cyclical recessions; the wastes and degenerative 
cultural effects of competitive advertising. Such costs, some 
of them long since painfully incurred by its agricultural ex- 
ploitation, are already accruing to Sao Paulo’s industry. Ways 
might yet be found, however, to avert the full toll—and to 
redefine industrial efficiency. 


43 Herrmann, “Caracteristicas,”’ loc. cit., p. 98. 

For other general treatments of Paulista industry, see: Branca da 
Cunha Caldeira, “A industria textil paulista,” Geografia, I, 4 (1935), 
50-66; Nelson Werneck Sodre, “Historia da indtistria em Sao Paulo,” 
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3. The Metropolis as ‘’Polis’’ 


Throughout the western world during the decades preceding 
World War I there was a minimum of pressure upon political 
leaders and institutions to formulate techniques and plans 
corresponding to the new configurations of industrial life. 
Except for the clashes in outlying colonial regions, an era of 
peace seemed to have descended. Faith in technology and 
industrial initiative was a sufficient catechism. It served to 
justify delivery of human communities, by constitutional 
democracies and “benevolent” tyrannies alike, into the hands 
of a relatively few economic entrepreneurs. Social critics 
were not yet sufficiently informed, articulate and influential 
nor aggrieved parties sufficiently organized and militant to 
impede the process. 

In a world climate such as this it was not surprising to find 
in dynamic Sao Paulo city, whose population was increasing 
after 1895 at a rate of 25% every five years, a municipal 
administration bearing little relation to the multifarious 
dimensions of metropolitan life. Although in 1898 executive 
power was centralized in a “municipal prefect,’ the nation’s 
republican Constitution of 1891 had only vaguely defined the 
purview of municipal rule. The municipality was a bureau- 
cratic subdivision, artificially truncated from the countryside. 
A Sao Paulo state law of 1906 made this explicit when it set 
aside municipal revenues from lands adjacent to “settlements 
of over a thousand souls in a radius of six kilometers from 
the central plaza.’ ** 

The earlier colonial tradition of municipal commonweal had 
been in eclipse too long for it suddenly to reappear in an era 
of political factionalism and bureaucratic routinization, of 
which the “central plaza” mentality was a by-product. City 
governments in fact failed to utilize even such powers as the 
Constitution accorded them. Though one Paulista president 
avowedly abhorred (1905) “curtailment of the freedom of the 
municipalities,” he nonetheless found that most of them “have 
not been able usefully to employ the taxes they collect and 


44 Jose Jacinto Ribeiro, Indice alfabético da Lei no. 1038 de 19 de 
dezembro de 1906 (Sao Paulo, 1907). See also: Domingos Jaguaribe, 
O municipio e a Republica (3 vols., Sao Paulo, 1897), III, 178-207; 
José de Castro Nunes, Do estado federado e sua organizacdo municipal 
(Rio de Janeiro, 1920), p. 127. 
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always postpone the execution of urgent measures, expecting 
everything to come from the State Treasury.”’** And, it 
might be added, state administrations of the period were 
scarcely exemplars of efficiency and public service. 

Sao Paulo and other Brazilian cities which underwent rapid 
change at this time expanded therefore without benefit of the 
organic planning that political authorities might have pro- 
vided. Their model, to the extent that any existed, was the 
undisciplined and unabashed juvenility of the young American 
cities. As a municipal engineer admitted, the government did 
not guide but could only timidly embellish Sao Paulo’s growth, 
“leveling and extending the city streets and planting them 
with trees, opening parks and improving the trajectory of a 
few streets in the old section—resolving merely problems of 
the moment since resources went no further.” * 

Sao Paulo city, as a political entity, was failing to serve 
its inhabitants. But, in direct proportion to this failure, it 
was coming to serve political machinations of state and na- 
tional scope—a fact made explicit by the revolt of 1924. 

The background of this revolt is to be found in the unchal- 
lenged supremacy of the Republican Party and its moral dis- 
integration. Mario Pinto Serva wrote in 1919 that the Repub- 
lican forerunners of 1870 had “wanted to seize the power of 
the imperial dynasty and deliver it to the people.” But twen- 
tieth-century Republicans, a “bastard generation,” had made 
a mockery of elections and cheated the people of their power, 
maintaining it “in their own hands as a monopoly.’”’** Party 
platforms were issued personally by candidates or incumbents 
in the form of empty generalities. The nation at large had, 
in fact, no unified, doctrinal party. The Republican Party 
was inconstant and multiform; it received definition only from 
local political situations within the states. It was a function 
of space, time, personalities and “the ceaseless contest for 
ministries, municipal prefectures, and state and federal sine- 
cures.” Its “sole objective was power.” *8 


45 Eugenio Egas, Galeria dos presidentes de Sido Paulo (8 vols., Siio 
Paulo, 1926-27), II, 177. 

46 Vitor da Silva Freire, “Melhoramentos de S. Paulo,” Revista poli- 
tecnica, VI, 33 (Feb.-March 1911), 92. 

470 Estado de Sdo Paulo, 2 Sept. 1919. 
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Without means to assert its claims, the general populace of 
the nation “oscillated between rage and sarcasm, hoping for 
any cataclysm that would clean out all this villainy.”*® The 
military, which since 1910 had become increasingly restive, 
possessed the discipline and organization for overt action. 
After the suppression of a revolt in Rio in 1922 certain sedi- 
tious officers shifted their conspiracy to Sao Paulo. Plans 
were laid for seizing control of the city; after the coup troops 
were to move eastward and, reinforced by contingents from 
Minas Gerais, march upon the national capital. On 5 July 
1924 the revolt broke out. About one-half of the men in 
uniform in the city, including soldiers, police and firemen, 
went over to the rebels, swelling their strength to 3,000 or 
3,500. The defenders were outnumbered, failed to concentrate 
their forces and on 8 July had to flee, with State President 
Carlos de Campos, to Mogi das Cruzes, twenty-five miles to 
the east. Here they were joined by government troops and 
state militias, finally reaching a strength of perhaps 15,000. 

With regard to Sao city, the critical aspect of the revolt 
was that it bore no relation whatever to the life of the people. 
The rebels seized the city purely by reason of its prestige, 
industrial power and strategic location as an operational base. 
They had hoped that the proletariat might be induced actively 
to support their cause, and to that end gave workers free 
access to commercial stocks of merchandise and food. AlI- 
though the rebel leader, Gen. Isidoro Dias Lopes, tried to 
ingratiate his regime by denying responsibility for lawless- 
ness and by doing all possible to maintain public order and 
municipal services, fine wines and delicacies appeared on many 
a poor man’s table. 

The rebels, however, could coax support neither from Sao 
Paulo’s citizenry nor from elsewhere in the nation. The fact 
was that Isidoro Lopes stood for nothing. The program he 
publicized dealt in perfunctory fashion with political mech- 
anisms to be enacted by a future constituent assembly. For 
persons who were chafing under the oppressive regime of 
President Artur Bernades and longed for a breath of demo- 
cratic, revolution inspiration, disillusion could not have been 
sharper. 





49 José Maria dos Santos, A politica geral do Brasil (Sao Paulo, 1930), 
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Not a single idea, not a principle was taken up and com- 
prehended, firmly and solemnly. There were only vague 
phrases, designed for simple rhetorical effects, showing 
not the slightest trace of proper knowledge of the affairs of 
state and of the moral and economic needs of the country.*? 


Nowhere in fact could the common man look for leadership. 
State President Carlos de Campos had hastily retreated and 
was supported by the unpopular “legality” of Rio. His forces 
were bombarding Sao: Paulo as an open city, at times firing 
merely for psychological reasons. The “legalists’ knew their 
cause to be so lacking in appeal that they variously described 
the revolt to their own soldiers as a mutiny of the state militia 
for high wages, an uprising of Italians and a general strike. 
Under such circumstances, and in view of the fact that mili- 
tary targets and personnel in the city went virtually unscathed 
while civilians suffered sizable casualties, it was an excessive 
irony for Carlos de Campos to announce: “I am certain that 
Sao Paulo prefers to see its beautiful capital destroyed, rather 
than legality in Brazil.”’*! 

As for industrialists and, in general, those known as the 
city’s “conservative classes,” they made it repeatedly clear 
that political programs were of little consequence and that 
they were willing to come to terms with any regime as long 
as violence and damage to the industrial park could be avoided. 
The most vivid statement of this attitude was made by the 
president of the big-businessmen’s Commercial Association: 


We are not moved by tears shed by the people, who 
mourn the death of hundreds of unarmed citizens. We are 
not moved by the sobs of our wives and children who are 
resignedly and loyally suffering the severities of a situa- 
tion neither created nor deserved by us. 

Our appeal is made... so that the economic and finan- 
cial annihilation of Sao Paulo state, the most prosperous 
member of the Federation, may be obviated. 


In another utterance he disclosed his fear of the working 
class and his total lack of identification with them: 


The city does not want of highly dangerous anarchist 
elements, Italians, Spaniards, Russians and those of other 


0 Tbid., p. 456. 


“1 Paulo Duarte, Agora nos! (Sao Paulo, 1927), pp. 94, 202. 
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nationalities, who await only the opportune moment to 
subvert the public and social order.*” 


These “dangerous elements” were anarchists, however, 
merely in the sense that they found no public authority which 
represented their interests. The people had only distant 
curiosity about the conflict; in referring to the combatants 
they never said “we” and “they” but, like spectators or vic- 
tims, designated both sides as “they.” When the bombarding 
began the people had no motives to remain; by 17 July 200,000 
had left the city. Ten days later the rebels, having failed to 
attract any popular support, were also withdrawing. In an 
unpublished proclamation on this occasion Gen. Isidoro re- 
vealed how the city had been gratuitously exploited for pur- 
poses ill-defined and foreign to it. Sao Paulo had been 
“merely a first step, a means of impressing the nation.” ‘Our 
main objective was and is a revolution in Brazil which will 
raise the hearts, shake the nerves and stimulate the blood of 
an enfeebled, exploited, derided and enslaved race.” ** 

In the aftermath of disillusion following the 1924 revolt 
idealistic members of the younger generation, together with 
certain older, experienced politicians, founded the Democratic 
Party in Sao Paulo (1926). For a reform movement to achieve 
momentum, however, in the most prosperous and politically 
powerful state of the Union was not easy. Coffee rode on the 
crest of a boom, and the nation’s President, Washington Luis, 
was a Paulista who had restored civil liberties and was pur- 
suing economic policies eminently favorable to his home state. 

The collapse of the coffee market in 1929 threw the coffee 
empire into crisis and bewilderment. In 1930 Washington 
Luis designated a fellow Paulista, Julio Prestes, as his suc- 
cessor, giving the state another favorite son as chief executive 
in its hour of need. Yet Prestes’ election—insured by gov- 
ernment control of election machinery—by no means promised 
the decisive measures and inspiration that the depression 
called for. 

Meanwhile the Liberal Alliance, supporting the candidacy 


52 José Carlos de Macedo Soares, Justica—A revolta militar em Sdo 
Paulo (Paris, 1925), pp. 79, 95. 
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of the popular, demagogic southern gaucho Getutlio Vargas, 
was winning acclaim throughout Brazil. The Alliance was 
bolstered by the adhesion of influential Minas Gerais, the state 
which had been alternating the presidency with Sao Paulo 
and was disgruntled at Washington Luis’ violation of the 
agreement. In Sao Paulo many members of the new Demo- 
cratic Party saw in the Alliance a challenge to the entrench- 
ment and stagnancy of the Republicans. But since the 
Alliance represented interests alien to Sao Paulo’s political 
hegemony, Paulistas found no grounds for enthusiastic com- 
mitment to either side. Numbers of them, looking in con- 
fusion for a hero who transcended political formulations, 
urged the return of Gen. Isidoro. 


In October 1930 the Liberal Alliance, backed by the army, 
asserted control of Brazil and forced the resignation of 
Washington Luis. A diary kept in Sao Paulo during that 
month by a Frenchman portrays an indecisive, spiritless citi- 
zenry confronted with the nebulous rhetoric of power politics. 
It speaks of the city’s “nervous anxiety” and “vague disquiet” ; 
of townsmen who receive daily reports of fighting throughout 
the nation but “seem not to attach much importance to all 
that is happening’; of an exodus from the city and a dis- 
regard, particularly among the upper class, for mobilization 
orders. Troops of the Alliance arrived on 28 October and 
were received with curiosity and only mild enthusiasm. Many 
prominent persons “who had showed themselves fiercely 
legalist on the evening of the 23rd” had already become 
“convinced revolutionaries.” 4 


Townspeople, the lower and middle classes, remained passive 
during the movements of 1924 and 1930. But it was not the 
passivity of the previous century; it was the passivity of irres- 
olution, not of parochialism. For the people were now being 
reached by the press, radio, cinema, politicians, ideologies. 
Communists were publicizing, in however obscurant a fashion, 
the great Russian promise. Italian fascists, in an appeal to 


°*4 Mouralis, op. cit., pp. 192-230. 
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the italianita of their compatriots, were glorifying Mussolini’s 
welfare state in the Italian-language press and through their 
local organization (the “Fascio Filippo Corridoni di San 
Paolo,” founded in 1923) and its several youth movements; 
in a counter-appeal, exiled Italian socialists had founded a 
group named for Giacomo Matteoti. With greater propa- 
gandistic effect movies were popularizing the American ideal 
of cheery, comfortable homes and conspicuous, sportive leisure 
for all classes. 

Words, slogans, abstract ideas, distant cities and countries— 
all these, the citizen now realized, had relevance to his imme- 
diate life. But from the controlling political level came so 
many conflicting and fluctuating directives, with such an 
admixture of personal opportunism, that it was difficult to 
commit himself to a cause. In other words, a citizen was 
incorporated into a world extending far beyond the city in 
ways he had not been a century previous; but neither he nor 
his leaders clearly perceived the modalities of incorporation, 
nor how to achieve their regulation. 

On assuming power Vargas appointed “interventors,”’ usu- 
ally young army officers, to replace the state presidents as 
part of his program of political centralization. Those sent 
to SAo Paulo, which he especially wished to bring to heel, 
effected social reforms but displayed only a limited sense of 
human realities, refused to work with liberal groups like the 
Democratic Party and were sharply resented as non-Paulistas. 
One, an arrogant young lieutenant, was forced to resign for 
his ill-considered bolshevizing. Another, a doctrinaire posi- 
tivist, believed beggars to have equal rights with all men and 
released those lodged by the government, lending a grievous 
aspect to the city’s central streets. 


* Salvatore Pisani, Lo Stato di San Paolo (Sao Paulo, 1937), pp. 
414-416. 

When the Ethiopian War broke out in 1935, Count Matarazzo pledged 
supplies to Italy and promised to hold open the jobs of any of his em- 
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in 1942. After the war, however, the city’s amorphous ideological 
climate allowed easy assimilation of fascist emigres from Italy’s upper 
professional class. 
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For fifty years Paulistas had harbored the suspicion that 
the federal government was plotting against their state’s 
progress and hegemony; they were wont to refer to SAo Paulo 
as a locomotive pulling the other states like twenty empty 
freight cars.*° By 1932 this suspicion was fanned into flame. 
The words “constitution,” “autonomy” and “legality” sprang 
to life. The Democratic and Republican Parties, hitherto 
irreconcilable, became a Single Front in February 1932. When 
on 22 May Minister of Justice Oswaldo Aranha arrived to 
mediate “the Paulista case,”’ he encountered a rally of tens of 
thousands in Sao Paulo city: workers and aristocrats, com- 
munists and industrialists, doctors and lawyers, gentleman 
planters and white-collar workers, students and professors. 
All had suddenly found agreement in the Paulista cause. 
After a pelting with eggs and tomatoes, Aranha returned in 
failure to Rio. 

On 9 July the solidarity prefigured by the rally was con- 
creted by Sao Paulo’s declaration of hostilities against the 
central government. The people’s fervor was a far cry from 
1924 and 1930. Wrote an eye-witness: 


In every window and in every street we see streamers 
and flags fluttering with the colors of all the states. ; 
The populace, brimming with unexcelled patriotism, fills 
the streets and with delirious hurrahs and vivas runs to 
the barracks, vibrant with patriotic songs and shouting: 
“We want arms to defend Sao Paulo, to save Brazil!’ 


Men, women and children, including doctors, technicians 
and professional men, flooded official headquarters, demand- 
ing to be sent to the front; arid 50,000 men were eventually 
put into the field. Money contributions poured in. A Cam- 
paign for Gold received donations of gold articles to a value 
of over 3,000 contos in the interior and over 6,000 in the cap- 
ital. Industrial, commercial and retail associations all em- 


56 See Thomas W. Palmer, Jr., “The Locomotive and Twenty Empty 
Freight Cars,” Inter-American Economic Affairs, IV, 2 (Autumn 1950), 
53-94. 

57 Rufino Alves Sobrinho, Sido Paulo triunfante (Siio Paulo, 1932), 
p. 75. For the 1932 movement see also: Renato Jardim, A aventura de 
outubro e a invasdo de Sado Paulo (Rio de Janeiro, 1932); Afonso de 
Carvalho, Capacete de aco (Rio de Janeiro, 1933); Herculano de Car- 
valho e Silva, A revolucdo constitucionalista (Rio de Janeiro, 1932) ; 
Bertoldo Klinger (and others), Nos e a ditadura (Sao Paulo, 1933). 








38 INTER-AMERICAN ECONOMIC AFFAIRS 


braced the cause, as did the various foreign colonies. Though 
the task of policing the city had to be assumed by civilians, 
violent crimes diminished and no license was taken for prop- 
erty depredations. 

Frustrated in its hopes for the adhesion of Minas Gerais 
and Rio Grande do Sul and unable to receive military supplies 
from abroad, Sao Paulo was thrown upon its own industrial 
park for war matériel. Federal propaganda among the work- 
ers caused no defections, and they cooperated fully with 
employers and technicians. An appeal went out for scrap 
metal and within a few days the amount turned in exceeded 
available storage space. Guns, flame-throwers, gas masks, 
helmets and bombs went into production. After tragic experi- 
mental tests, so too did grenades and mortars. Armored 
trains and, for nearby rivers, armored launches were devised. 
Two 150-mm. guns were taken from emplacements and, with 
the aid of World War I illustrations in the American Loco- 
motive Cyclopedia, mounted on cars of the Sao Paulo Railway. 
By the end of September 240,000 new and recalibrated rounds 
of ammunition were produced daily. Though Paulista projec- 
tiles and bombs were not uniformly effective, the opponents 
came to respect them, and at one point Sao Paulo was delighted 
to intercept an enemy radio message reading: “Order Navy 
tighten blockade Sao Paulo receiving foreign munitions.” 

The Institute of Engineering and the Polytechnic School 
furnished hundreds of engineers and technicians to handle 
the severe problems posed by military operations, logistics 
and administration of civilian life. In some cases Polytechnic 
students were called upon to perform ballistics calculations 
for badly trained army officers. When the fighting was over 
Paulista engineers had thousands of miles of roads, trails and 
telephone lines to their credit.** 

The movement of 1932 dramatically revealed that the me- 
tropolis, no less than an agrarian hamlet, holds a potential 
for orchestrating individual, professional, class or factional 
interests within the larger perspective of community. What 
was also disclosed, however, was that conviction and hope 
can in the modern age be sustained only by level-headed plan- 
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ning of a highly complex order. Enthusiasm, uninformed by 
head-on discernment of reality, contributes to its own defeat. 
Public passion is today much less indissolubly bound than 
formerly to effective social action. 


The Paulista war effort, which collapsed at the end of three 
months, was doomed by prematurity and miscalculations. The 
initial advantage of surprise was not followed up in a deter- 
mined advance upon Rio. Then, when it turned out that 
proper measures to insure the alliance or neutrality of neigh- 
bor states had not been taken, military commanders and 
strategy were unprepared for sustained combat on many 
fronts. Further, there had not been time properly to convert 
the industrial park. Troops received ample sweets, wine and 
toothpaste but, despite valiant efforts, insufficient fighting 
equipment. 

In a more important sense, there was no psychological 
adjustment to the dimensions and implications of the task 
undertaken. There was no continuity between plans and 
action on one hand and emotional warmth on the other. Mili- 
tary operations were disorganized, largely because no sense 
of mission was communicated to the troops. 


The climate of political exaltation was restricted to the 
denser urban centers, and the consistency of the values 
that should have inspired the “revolutionary action” was 
small in relation to the movement’s sizable proportions.*® 


Many professional officers were bereft of idealistic fervor. 
And, though volunteers often showed exemplary devotion, 
certain cultured youths were reported to have retreated from 
one bombardment shouting “Sauve qui peut!’’—leaving com- 
mon troops in the breach who were unversed in French. 

The exaggerated optimism of his newspapers had not pre- 
pared the Paulista soldier for the opponents’ superior num- 
bers and equipment. He was sharply disillusioned to find that 
the flags, tumult and factitious appeals to colonial bandeirante 
traditions of his capital city bore no relation to grim realities 
of trench warfare. It was the disillusion, not of the man of 
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faint courage, but of the man incompletely informed, the man 
betrayed by outworn, inadequate or opportunist political for- 
mulations. Referring to 1932 and the preceding years, Sérgio 
Milliet has written that: 


. .. the youths who followed old and, many of them, pro- 
fessional politicians were soon disillusioned and gradually 
abandoned the fight. Before understanding that the prob- 
lem was purely one of education, they entered with enthu- 
siasm the Revolution of ’32. It was this which at length 
opened everyone’s eyes to our terrible dearth of men.*° 


In political as in economic life what had occurred was that, 
in Sao Paulo as in Brazil, nineteenth-century institutions were 
no longer molding capable leaders. By the 1920’s initiative 
was passing to persons without formal training and culture. 
Such persons came naturally into use of the appeals, rhetoric 
and modalities of modern urban life, and, though they had 
inherited no humanistic traditions or commitments to public 
service, some were shrewdly alive to the anxieties of the 
people. Just as the new industrialists sometimes manufacture 
cheap, sturdy basic goods and sometimes shoddy, overpriced 
luxuries, so the new politicos, according to the direction of 
their immediate interest, sometimes astutely serve the public 
good and at others ruthlessly exploit their constituents. The 
new leaders, that is, disingenuously pursue private ends and 
in so doing may fortuitously serve the community. They are 
twentieth-century pioneers, with techniques that tell much of 
their society. What remains is to redefine public interest 
with an eye to the logic and implications of these techniques, 
to create norms of leadership and to invest public conscience 
with the discernment, incentive and means to assure fulfill- 
ment of such norms. 

A formal instrument for articulating and rendering effec- 
tive public conscience is the primary and superior school 
system. In 1933 various firms and business and civic leaders 
financed the inauguration of the Free School of Sociology and 
Politics of SAo Paulo, the first advanced course of study in 
the social sciences in South America. Oriented to American 
rather than locally regnant European canons of sociology, 
the School in its first year conducted ground-breaking surveys 
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of immigration and of farm and city living standards. In sub- 
sequent years it has commendably served its principal aim 
of training specialists for private and public administrative 
careers. In 1934 the state founded a Faculty of Philosophy, 
Sciences and Letters to meet the crying need for a center of 
disciplined humanistic studies and, more specifically, to train 
secondary-school teachers of higher caliber. Its standards 
in large part elaborated by selected professors from Europe 
and the United States, the Faculty forms part of the Univer- 
sity of SAo Paulo, founded the same year and incorporating 
such preexisting bodies as the faculties of law and medicine, 
the polytechnic and agricultural schools and the school of 
pharmacy and odontology. In 1946 a Faculty of Economic 
and Administrative Sciences was added. For the future it is 
planned to bring together the scattered components of the 
University in an American-style “university city.” 

This pressure for a cohesive university with its independent 
life illuminates the decadence of the Law Academy. A century 
ago the latter was a preeminent institution in the city. The 
student body enjoyed a.clear identity, while its ideas and 
doings were of public significance. As the interests and 
energies of city life, however, enlarged and ramified, the 
metropolis engulfed the Academy. Students were dispersed 
anonymously in boarding-houses with tradesfolk and office- 
workers. The city, insensitive to their intellectual concerns, 
deigned only to snicker at their pranks. 

The metropolis is now too multifold a community to re- 
incorporate the student in a commanding role. The plea for 
a university city is therefore a plea for an autonomous sub- 
community providing proper facilities for work, leisure and 
healthful living, engaging the whole scale of a student’s 
interest and activity, restoring him to participation and 
responsibility. The law students’ lively defiance of the re- 
pressive Vargas government ten or fifteen years ago showed 
their élan to have been latent, not extinct. 

In the matter of public citizenship a critical function of 
Sao Paulo’s institutions of higher learning is to staff and, 
directly or indirectly, to plan the primary school system. 
Statistically the primaries have been efficacious, since the city’s 
literacy rate for persons over six has risen from 45% (1887) 
to 75% (1920) to 85% (1946). Creating a literate populace, 
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however, is less to solve a problem than to open a new range 
of educative responsibilities. Unfortunately the statewide 
Code of Education (1933), designed to vitalize the primary 
curriculum, was largely vitiated by cramped facilities which 
since 1928 had forced many schools to “process” three and 
even four shifts of pupils each day. 

After conducting an extensive poll of informed opinion on 
Sao Paulo’s schooling problems, the educator and sociologist 
Fernando de Azevedo concluded that the primary was not yet 
commonly regarded as “a focus of moral life or, more clearly, 
a ‘home of education.’”’ For the school to become this: 


. .. pupils cannot be isolated from teachers under pretext 
of an aggressive discipline, harmful to loftiest educative 
interests. Familial cordiality between students and their 
masters, who become the guides and counselors of youth, 
should be one of the basic traits of the new school whose 
social influence is exerted simultaneously through lessons 
and through an environment of moral elevation, mutual 
trust and reciprocity of affections.® 


The question of political education is thus inseparable from 
that of general education, and “political” must in essence 
mean, as it did for Aristotle, “social.” The attempt artificially 
to inculcate the rational outlook and to induce awareness of 
ideological abstractions is a fruitless one. Formal disciplines 
of the classroom must continually interact with experience. 
A political life is one which is social, or lived. Transcendent 
political issues of the modern nation become meaningful to 
the citizen only as he approaches them through participant 
association with fellows. 

The metropolis of Sao Paulo cannot revert to the ancient 
polis of 10,000 householders. In spite of danger signals which 
have appeared, however, it need not be regarded as irrevocably 
overgrown, monolithic and fated for the decadence of the 
Spenglerian megalopolis. Planners in divers realms may find 
a viable concept in that suggested by the city-within-a-city 
projected for the university—namely, the multiform polis, 
having many interwoven communities of residence, profes- 
sion, cultural and intellectual interest, sport. and recreation. 
In this light the stereotyped class in civism, the local head- 
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quarters of a national political party, the political tract on a 
library shelf or the speech broadcast from Rio de Janeiro has 
a far lower potential for political education than does the 
urban or industrial planner, the architect of a workers’ town, 
the local labor syndicate, the parish church, the neighborhood 
playground, the sport club or the Department of Culture (Sao 
Paulo’s municipal bureau for cultural advancement) .®” 

The best evidence of its citizens’ potential for purposive, 
cooperative life is Sao Paulo’s relatively peaceful assimilation 
of immigrants. It is true that the nineteenth century wit- 
nessed occasional fracases involving foreign groups. That an 
increasingly competitive metropolis should exhibit a degree 
of suspicion toward the immigrant was, particularly during 
the decades of large-scale and not immediately assimilable 
levies, only to be expected. Suspicions appeared not, however, 
to signify smoldering, endemic violence, for it took clear inci- 
dents to engender outbreaks. 

The city’s foreign quarters all preserve a measure of iden- 
tity but are in no sense ghettos. National concentration is 
largely for occupational and economic reasons. Syrians cluster 
because their peddlers and stores have monopolized a large 
segment of the dry-goods trade. Jews have maintained tra- 
ditional commercial specialties. Portuguese and Japanese 
form suburban nuclei as truckfarmers. British and Ameri- 
cans have means that allow them to gather in the garden- 
suburbs near the sport clubs and good schools. 

None of the quarters contains a majority of the city-dwellers 
of its respective nationality. Multiplying opportunities for 
economic pursuit and social capillarity disperse even the more 
differentiated, cohesive non-Latin groups. Syrians as well as 
Italians have married into aristocratic “400-year” families 
and acquired mansions on élite Avenida Paulista. In 1941 
a study of the city’s Jews revealed that only a few of those 
who had arrived twenty-five years earlier were still to be 
assimilated; that while Jewish immigrants rarely married 
Brazilians, one-half of their children did; and that incompati- 


62 A sine qua non for the “multiform polis’”—for its complex internal 
balance and play; its ceaseless, many-phased self-analysis and correc- 
tion—is civil liberty and municipal autonomy. After the collapse of 
the first Vargas regime these were restored by the Constitution of 1946. 
Though Sr. Vargas, a prototype of the new-style politico, was reelected 
in 1950, he has been shrewdly disinclined to resuscitate his “New State.” 
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bility among Jewish groups is greater than that between Jews 
and Brazilians.® 

Florestan Fernandes shows through an examination of 
telephone directories that in the decade 1934-43 persons of 
foreign birth or descent entered the status-conferring pro- 
fessions of law, engineering and medicine in larger relative 
increments than native Brazilians. Law and the careers that 
it makes available are traditionally the purview of long-rooted 
families. But Italians are rapidly entering this field, showing 
themselves to be the group “that is most seriously competing 
with the natives, in an effort perhaps to establish political 
status corresponding to its new social and economic situa- 
tion.”** (The falling-off of immigration in the past quarter 
of a century has of course rendered the assimilation problem 
less critical.) 

Negroes are a somewhat special case. From slavery they 
inherit the stigma of low socio-economic status which, it may 
generally be said, ceases to attach to a Negro once he achieves 
economic or professional success. As a small (about 10%), 
readily identifiable minority group, however, colored persons 
are logical scapegoats in a fluid, competitive society which 
does not furnish, to the extent of the preceding patriarchal 
regime, ceremonial outlets for tensions. In 1941 over 200 
persons in the city were interviewed who had specified white 
domestics in “help wanted” notices. The range of explana- 
tions led the investigators to conclude that Brazil’s traditional 
discrimination against Negroes for their low socio-economic 
standing and against markedly Negroid features has here been 
slightly infiltrated by racial prejudice against Negro blood.© 
In Sao Paulo, unlike northern Brazil, African survivals have 


63 “A assimilacio do elemento estrangeiro em Sio Paulo (notas etno- 
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been absorbed into the pervading creole-occidental culture, 
while ritual fetish cults have disappeared. Yet this century 
has brought the city an outcropping of Negro journals, recrea- 
tion clubs and organizations for welfare and advancement. 
Since the Negro is now culturally assimilated, such associa- 
tions have the object not of preserving Afro-Brazilian ways 
but of assailing attitudes that give him racial identity. 

By and large, however, in keeping with Ibero-Moorish her- 
itage, the city’s color line is loosely defined. Save for a very 
few recent cases of luxury hotels refusing rooms to Negroes, 
there is no segregation. A concentration of dwellings of 
Negroes and mulattoes in a broad, irregular belt is largely 
explained by their poverty and by the tendency of many white 
immigrants to remain separate from native Brazilians, white 
and Negro alike. The mildness and flexibility of racial atti- 
tudes have been pointed up in the following incident: 

One of Sao Paulo’s football [soccer] leagues organized 
two games between a Negro and a white team. One of the 
players was a mulatto. And so the solution to the problem 
was for him to play the first game with the Negroes and 
the second with the whites. Thus no one had cause for 
complaint."® 
Whatever human tensions it harbors, Sao Paulo, certainly 

in the world of today, is a challenging example of the co- 
existence of diverse peoples. Its absence of decisive national 
and racial antagonisms—and, as was earlier demonstrated, 
of entrenched and long-standing hatred among the classes—is 
a rare and prized ingredient for the political community which 
Aristotle long ago envisaged. 


4. Anatomy of the Metropolis 


It is the purpose of this final section to complement the 
economic and social aspects thus far discussed with a more 
basic consideration of the city as a nucleus of buildings and 
public services, having a particular geographic location. 


66 Anténio de Alcantara Machado, Cavaquinho e saxofone (solos) 1926- 
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Clearly to characterize the immensely rapid concentric 
growth of Sao Paulo city in the twentieth century is not easy." 
It has occurred through the agency of private transactions 
and profit-minded real estate companies, without auspices of 
zoning regulations or a controlling plan and frequently in 
defiance of the logic suggested by topography. ‘‘Vertical’’ 
change—that is, functional changes within already settled 
areas—is as unpredictable as the “‘horizontal.’”’ It is true that 
a study done in 1935 of a vital radial, Avenida Sao Joao, 
corroborated the general schema of urban evolution formu- 
lated by Burgess. The avenue was found to originate in the 
city’s economic and bureaucratic center and to proceed through 
a zone of small commerce in economic and moral deterioration 
and then, successively, through zones of modest residences, of 
high-class residences and finally suburban zones of industry 
and small commerce."* The city’s other main radials, how- 
ever, do not conform to this schema, and even Avenida Sao 
Joao has, in the years since the study was made, appreciably 
departed from its expected pattern of development. 

In a broad sense, however, the city’s growth suggests a 
counterpoint between the basins of the Tieté and Tamanduatei 
Rivers to the north and east and the high ridge to the west 
and south. This counterpoint is complicated by many small 
streams that gully the elevated land, most importantly the 
Anhangabat with its affluents which cut in to peninsulate the 
city center. Today, moreover, new thematic elements are 
introduced as the city encroaches into the Pinheiros valley to 
the west and the Cantareira hills to the north.” 

One of the most dramatic developments has been the pro- 


67 To indicate this rapidity it may be observed that between 1934 and 
1940 the population increase within a 2-mile radius of the city center 
was less than 10%; between the 2- and 4.5-mile circumference it was 
50%; beyond 4.5 miles it was 85%. 
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gressive occupation of the high land by the haute bourgeoisie: 
an advance after 1890 up to Avenida Paulista on the crest, 
then down the southwest slopes into the “Gardens.” This 
movement correlates with the rise of the traditionless, indus- 
trial-commercial immigrant élite, which was in turn reflected 
in a shift from the fazenda-type dwellings of the coffee barons 
to the ostentatious hodgepodge of styles of Avenida Paulista. 
It clearly exhibits the ideal of a serene, cultured, Frenchified 
leisure class (implicit in the name “Campos Eliseos” of the 
early de-luxe quarter) yielding to the Anglo-Saxon image of 
a dynamic, hard-working plutocracy dedicated to “home,” 
sports and comfort, an image popularized by the work of 
English urbanists. 

The Tieté-Tamanduatei arc today girdles the ridge with 
railways, proletarian quarters and zones of commerce and 
industry, while the apartments, rooming-houses and modest 
dwellings of the expanding commercial and bureaucratic 
middle classes occupy interstices in both upper- and lower- 
class areas. Formerly aristocratic quarters near the center 
are a favorite point for middle-class infiltration, though it 
should be noted that centrally located luxury apartments allow 
exceptions to the élite’s flight to spacious, gardened sites on 
the outskirts. The area just described, the arc with its girdle, 
exhibits unexpected open spots, especially along the rivers 
and steep gullies, where squatters’ huts, stray animals, impro- 
vised gardens and football fields appear. But rising land 
values, urbanizing programs and gradual canalization of the 
Tieté are inducing progressively fuller land use. 

This area can in fact be called the core of the modern city. 
Outside it are a large number of heterogeneous suburban 
nuclei, half assimilated into the city and ranging from an 
urban, industrial sub-center like Santo André to rural vil- 
lages lacking electricity and piped water. These perimetric 
satellites are usually traditional ,formerly independent settle- 
ments. Though they each have a variety of relations with 
the encroaching metropolis, they fall roughly into three func- 
tional categories.” 


70 See Aroldo Edgard de Azevedo, Subiérbios de Sio Paulo (Sio Paulo, 
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(1) Residential-recreational. Some of the suburbs to the 
east, along the “Central do Brasil,’ and to the north and 
northwest are predominantly middle- and lower-class resi- 
dential. Santo Amaro to the south has become, owing to 
lakes created by the hydroelectric dams, a middle-class excur- 
sion center, while the wealthy have week-end retreats and 
even permanent homes there. The cool hills and forested park 
to the north offer similar attractions (and are a site for hos- 
pitals and sanitariums). In fact the “week end” in a suburban 
chalet, like the vacation at the seashore or a mountain spa, 
has become a fixed institution for those able to afford it. 
Originally a fad popularized by Hollywood, the “week end” 
is becoming an ever more necessary escape from the pace and 
tensions of the city. The tendency to scorn rustic life and 
quiet, evident after about 1880, has reversed itself. So far, 
however, Sao Paulo lags the large cities of Europe and the 
United States in providing facilities for the mass exodus of 
its lower classes on holidays. 

(2) Agricultural. The city environs have, despite unfavor- 
able soil, always supported agriculture. Some is of a sporadic 
or subsistence nature, while some is commercial and helps— 
though, as has been shown, to only a limited extent—to feed 
the city. In recent decades Japanese immigrants, most of 
whom first worked on fazendas, have intensified suburban 
truckfarming (sometimes with excessively exploitative meth- 
ods) and modified the urban diet with their greens and pota- 
toes. The two most important zones are to the northeast 
along the “Central do Brasil’ (vegetables, fruit, vineyards, 
flowers) and to the southwest (corn, potatoes, beans, rice, 
manioc, fruit), where in 1927 the Japanese organized the 
Agricultural Cooperative of Cotia.“! Clay kilns and prepara- 
tion of charcoal are prominent extractive industries of the 
suburbs. Wood for charcoal is gathered under primitive con- 
ditions and, as scrub growth has locally become sparse, it must 
now be supplemented from sources as far as 250 miles away.” 

71 Eddy de F. Crissiuma, “Concentracio japonesa em Siio Paulo,” 
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Official attempts to stimulate suburban farming have as a 
rule been ineffectual, though one exception can be found in 
the three colonies, made up largely of Italians and Tirolese, 
created by the state government in 1877-78. Initial hardships 
and maladministration were weathered, so that by 1887 the 
colonies supported 1,300 persons growing vegetables, fruit, 
tubers, sorghum and osiers for sale in the city. A house and 
plot could be bought at moderate terms for cash or on credit, 
with the assurance of fertile soil and accessible transportation 
routes. By 1907 the Sao Bernardo nucleus alone had 2,100 
members from fourteen countries, living together most har- 
moniously.** In relation to the needs of the growing city, 
however, such colonizing experiments have been on far too 
limited a scale, and plans are still afoot to encircle the city 
with a belt of truckfarms. 

(3) Industrial. Sao Caetano and Santo André to the south- 
east comprise the most important industrial sub-center. Indus- 
tries were attracted here after 1890 by cheap land and the 
facilities of the Sao Paulo Railway (to Santos), and today 
they include some of the city’s largest plants, such as Kowarick 
for woolens, Rhodiaceta for artificial silk, Firestone, General 
Motors, Lidgerwood for machinery and Pirelli for copper wire 
and cable; beyond Santo André a second perimeter of indus- 
trial satellites has already begun to appear.** Westward along 
the “Sorocabana” lie industrial Lapa and industrial-residential 
Alto da Lapa, site of the Armour packing-plant. Farther out 
is the sub-center Osasco, which developed in the late nine- 
teenth century from the fazenda of an Italian and now has 
textile, ceramic, match and frigorific plants. Northwest, on 
the SAo Paulo Railway, is the diversified and rather badly 
planned industrial nucleus of Pirituba. In some cases a single 
plant has formed an isolated industrial community: Portland 
Cement and the Melhoramentos paper company to the north- 
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west and, to the east, a big nitrochemical plant in Sao Miguel 
Paulista. 

The metropolis, however, must today be considered within 
a larger context than that of its close environs. For, whereas 
in 1890 it contained only 5% of the state’s population, it now 
has 25%, with its life much more intimately bound to that 
of the interior. For the health of both city and country, stable, 
efficient and diversified agriculture must replace cyclical, 
monocultural exploitation. And a prosperous rural popula- 
tion having local access to basic facilities and opportunities 
of the metropolis must be developed to obviate the derange- 
ments of fluctuant mass migrations and hectic hyper-congest- 
ing of the capital.” 

The “central plaza” mentality, so restrictive in city plan- 
ning, is even more disastrous when transferred to a whole 
region. Just as the central plaza has profited at the expense 
of the suburbs, so the city itself is favored over the country- 
side. The traditional unit of political administration is the 
urban nucleus. Although on maps the municipality is an 
urban-rural complex comparable to the county, in practice a 
“municipal” improvement—such as provision of electricity, 
telephones, water or sewage disposal—predominantly benefits 
the municipal center.** Tax rates, credit and banking facili- 
ties, health and sanitation agencies, syndical and professional 
organizations, and the distribution of schools, teachers and 
technicians are all oriented to favor the city-dweller, especially 
if he inhabits the capital. A rural priest must sometimes 
singlehandedly administer a parish that has the same area— 
though far worse transportation facilities—as that of a whole 
diocese in Europe. In 1946 there was one doctor per 550 
people in the capital and only one per 3,100 in the interior. 
Young lawyers rarely start their careers in small towns: 


7 See: Sud Mennucci, “A guerra 4 zona rural,” Revista brasileira de 
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‘“‘Sustained by jobs that are often low-paying and even humble, 
they will not leave the capital and cherish the illusive hope 
of becoming successful lawyers there.’’** 

The price and distribution system of the metropolis has, 
especially since World War II, been critically prejudicial to 
the small farmer living fifty or a hundred miles away. Though 
the retail price of onions, beans, corn or potatoes may be as 
high as six times the farmer’s production costs, middlemen’s 
commissions sometimes make it more lucrative for him to sell 
produce locally, or to restrict planting, than to market in the 
capital. Cattle-ranchers in the northwest of the state and 
impoverished fishermen along its coast have for decades been 
similarly victimized by urban profiteers and “trusts.” The 
marginal existence of the countryman and the persistently 
hungry mouths and inflated food prices of the city constitute 
an irony yet to be resolved.** 

Railroads have in the twentieth century continued their 
penetration of the interior, connecting the capital and its port 
with far-flung pioneer regions and economic possibilities. But 
in fanning out westward along crests of ridges—with devia- 
tions to accommodate powerful private interests—railroads 
have accentuated the rural-urban contrast by leaving large, 
unserved interstices. The excess of railway exports over im- 
ports reflects the inaccessibility and poverty of the rural popu- 
late; in 1939, for example, the “Sorocabana” station in the 
capital received 890,000 tons from the interior but dispatched 
to it only 210,000.79 The advent of the resistant, durable and 
easily repaired Ford car, followed by the truck, bus and jeep, 
did much to decentralize transportation facilities and to en- 
courage subdivision of fazendas by making diversified truck- 
farms economically feasible. Yet even so, the state highway 
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system, originating in a comprehensive plan of 1920, has 
tended to parallel the railway net and to focus upon the capital 
as a center of radiation—as evidenced in the competitive 
squabbles of railway and trucking interests. Connecting roads 
are insufficient and poorly maintained, subject in the north- 
west to sand drifts and impassable in the clayey terra roxa 
after heavy rains.*® 

In general, however, decadent coffee lands, especially along 
the Paraiba valley, have shown promising signs of recupera- 
tion in the recent past. Landholding has been sharply decen- 
tralized since the collapse of the coffee market in 1929, when 
owners of large fazendas began to sell off small lots to their 
tenant farmers. Subdivision was also assisted by the “Paul- 
ista” railway, which bought up fazendas, parceling and resell- 
ing them to maintain production and traffic along its lines. 
Since the depression diversification of crops to feed the cities 
and production of raw materials for manufacture, such as 
cotton, have been widely taken up. At the same time industry, 
attracted by lower land prices and freedom from congestion, 
is invading the interior along newly electrified railroads.*! 

At least certain features, then, of a traditional city-country 
symbiosis seem recoverable under the auspices of complex 
modern forces and institutions. It is well, however, to enter 
the caution of the anthropologist Emilio Willems regarding 
extension of urban influence into isolated rural areas. ‘There 
exists no basis of understanding which can jointly serve urban 
civilization and the multiplicity of backland cultures.” When 
the two impinge, urban man must searchingly ask: “What 
qualities are desirable for the countryman to acquire in contact 
with civilization?” Much of rural “lethargy” and “backward- 
ness” has an integrative, protective function. “Let it not be 
forgotten that the caboclo’s self-sufficiency is his sole defense 


50 Renato Silveira Mendes, “As estradas de rodagem do Estado de Sao 
Paulo,” Anais do 1X Congresso de Geografia (1940), IV, 591-601; Carlos 
Quirino Simées, Histéria e situacgédo da réde rodovidria do Estado de 
Sdo Paulo (Siio Paulo, 1940). 

81It must not be forgotten that the economic health of the whole 
tableland hinges upon the efficiency of the port of Santos, its major 
outlet to the world. Santos has since 1925 been chronically congested; 
ships have at times been delayed for months and caused foreign exporters 
to charge higher rates for cargoes destined there. At present, plans for 
dredging and for enlarging the docks are in progress. D. A. Macmillen, 
A solucdo do problema dos transportes de S. Paulo ao litoral (Sio Paulo, 
1925) ; Revista industrial de Sado Paulo, IV, 28 (March 1947), 45-49. 
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and keeps him at a distance from the growing instability of 
the capitalist economy.” Given the inevitability with which 
urban culture encroaches upon the hinterland, the philosophic 
question as to the relative “happiness” of caboclo and city- 
dweller seems academic. Yet urban man should constantly 
pose it—for the larger understanding, sense of values, humil- 
ity and compassion which such contemplation affords.‘ 

This larger setting of the metropolis indicates that city and 
country are to be thought of as interpenetrant within a broad 
geographic continuum. We now return, however, to the urban 
nucleus, where processes of the city-mind are more intimately 
objectified. 

In the twentieth century the city’s population has doubled 
every fifteen years. It reached 500,000 in 1917, 1,000,000 in 
1933, and seems now to have passed 2,500,000, making Sao 
Paulo Brazil’s largest city and South America’s second largest. 
To keep pace with this growth the building boom has been 
phenomenal and has eased off only in time of depression or 
war. In 1920 there were 1,900 new constructions, 4,000 in 
1930, 12,500 in 1940 and 18,000 in 1948. In some years the 
figure is three times as great as for Rio de Janeiro. Recently 
the number of buildings over ten or fifteen stories has mounted 
sharply, most of them office or apartment skyscrapers spawned 
by exorbitant land values of the congested city center. 

The unrelenting demand for living-space and the chronic 
inflation of the twentieth century™ have made real estate and 
construction nonpareil for speculators. The following table 
shows the soaring cost of land per square meter within the 
various perimeters of the city: 


Central Urban Suburban Rural 
Year “Triangle” Perimeter Perimeter Perimeter Zone 
1916 1.000$00 165$00 23$00 3$00 $10 
1936 4.500$00 600300 100$00 36$00 7$50 
1943 8.000$00 1.000$00 150$00 60$00 12300 


(The perimetric categories are somewhat artificial, since they give no 
idea of the disparities that exist within all zones.) *+ 


82 Emilio Willems, O problema rural brasileiro do ponto de vista 
antropolégico (Sao Paulo, 1944). 

83 The index for paper money in circulation passed from a base of 
100 (1930) to 162 (1940) to 732 (1948) and shows no signs of leveling 
off. For the earlier period, see Mario Cardim, Ensdio de andlise de 
fatores econémicos e financeiros do Estado de Sado Paulo e do Brasil no 
periodo de 1913-1934 (Siio Paulo, 1936). 

84 Mario Lopes Leado, O metropolitano em Sdo Paulo (Sio Paulo, 
1945), p. 74. 
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Before 1913 private interests bought up lands at minimal 
prices or simply appropriated them with no payment at all 
to the city. They would then lay out whole districts in a 
chessboard style that bore no relation to topography and sell 
off their lots. The ideal was to cram as many lots as possible, 
all of identical size, into a given area. Often a speculator left 
vacant property or a half-built house to stand for years as an 
eyesore while he awaited its appreciation. (Vacant lots have 
often appreciated more rapidly than those with houses.) 
When sold, many plots were virtually unimproved and lacked 
arterial communication with the rest of the city. At times 
even the logic of aristocratic privilege was challenged—as 
when attractive hilltop sites were haphazardly sold to poor 
people who had no means to embellish them, while the rich 
moved into the well planned “Gardens” to jostle a workers’ 
district on the swampy west slope of the city’s central ridge. 
A municipal law of 1913 was an attempt to protect public 
interest by setting norms for large-scale real estate ventures, 
but its spirit did not transcend the rigid “geometrism” of 
nineteenth-century ordinances. Another law ten years later 
provided more wisely for public convenience and hygiene, but 
it was regularly circumvented by ingenious schemes for clan- 
destine districting of new lands.* 

An exception to the regime of ill-planned, unzoned, exploita- 
tive pattern of private districting has been the “City” Com- 
pany. In 1911 glowing prophecies of Sao Paulo’s future by 
the French architect J. Bouvard inspired E. F. de Laveleye, 
a Belgian, to buy up some 3,000 acres of city lands. His tracts 
he in turn sold in 1912 to the City of San Paulo Improvements 
and Freehold Land Co., Ltd., organized in London with a 
fourteen-man board of directors that included himself and 
Bouvard. Engaging the services of the English urbanist 
Barry Parker, the ‘“‘City” began to carry out long-range plans 
for residential districts. Though it has developed middle- 
class and workers’ as well as luxury communities, the “City” 
is best known for its creation of aristocratic Jardim América, 
which set a model for contiguous “Gardens” later planned 
under other auspices. In return for providing contoured 
streets, shade trees, utilities, strict zoning regulations, clear 


85 Lisandro Pereira da Silva, “Defesa da municipalidade contra o 
arruamento clandestino para a especulaci em terrenos,” Anais do no. 1 
Congresso de Habitacdo (Sao Paulo, 1931), pp. 87-137. 
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land titles and a few model homes, the “City” required that 
the purchaser comply with its stipulations for the size of resi- 
dences and upkeep of grounds.‘ 

The “City,” however, did not eliminate speculation by those 
who bought its lots and could at best provide only occasional 
planned and stable islands in the urban maelstrom. Within 
the broad pattern set by the river basins and central ridge 
the rule has been planless intermingling of commercial, indus- 
trial, and upper- and lower-class residential zones, which 
induces rapid, wasteful “contamination” and sudden, specula- 
tory appreciations. Land set aside for parks and playgrounds 
is insufficient, often perfunctorily and inconveniently situated 
and, with some exceptions, designed more for ornament than 
for use. One observer has found Sao Paulo “to possess more 
jumbled land uses in a small area than any other city” visited 
by him in Latin America.** 

Before referring further to the city’s functional maladjust- 
ments it is well to recognize that large expenditures by public 
and private agencies in the twentieth century cause its services 
to compare favorably with most of the world’s metropolises. 
Public utilities, transportation arteries, recreation areas (in- 
cluding a large stadium), facilities for hygiene and sanitation, 
hospitals and social service programs have been developed, 
in spite of persistent material and administrative deficiencies, 
to a degree exceptional for a Latin American milieu. It must 
also be kept in mind that many of the city’s dislocations are 
attributable simply to the rapidity of its population growth, 
which no amount of foresight or resources could have been 
expected fully to cope with. The following observations are 
therefore limited to aspects of urban maladjustment which 
seems primarily to stem from defective human vision before 
the complexities of modern city planning.** 


86 Plinio Barreto, Uma temerdria aventura forense (2 vols., Sao Paulo, 
1933). 

87 Francis Violich, Cities of Latin America (New York, 1944), p. 103. 

Zoning problems, some of them now irremediable, were addressed by 
a Department of Urbanism which the Prefecture created in 1947. It is 
to be hoped that future urbanizing will not wholly absorb the city’s 
sectional diversity and unexpected rural vistas into the dull homogeneity 
of the standard metropolis. 

88 For fuller surveys see: International Basic Economy Corporation, 
Sdo Paulo—Program of Public Improvements (New York, 1950); Val- 
éncio de Barros, “Sio Paulo,’ Revista do Arquivo Municipal, CV (Oct.- 
Dec. 1945), 25-39. 
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Water supply, for example, has been a chronic problem. 
A reservoir near the city in the Cantareira hills, made avail- 
able in 1882, has been repeatedly supplemented by other 
sources, including filtered water from the Tieté River. But 
water distribution, impeded by the city’s ridges and valleys, 
has never kept pace with population. Crowded new districts 
have often been left wholly dry. In 1945 the city was esti- 
mated to need 135,000,000 gallons per day but received an 
average of only 100,000,000; in dry spells this average flow 
is sharply cut—in one year by as much as 55%. If we review 
the early years of the expansion of the water system, the 
factor of sloppy planning clearly stands out. In two years 
alone (1892-94) the daily flow was raised from 1,600,000 to 
7,100,000 gallons. During the subsequent decade, however, 
it was found that no account had been taken of the city’s 
differences in level, since the diameters of the pipes were im- 
properly scaled and the system as a whole was not subdivided; 
further, mains were laid so close to defective sewage conduits 
that water was discolored and contaminated with typhoid 
germs.*® 

As for street-paving, small granite blocks locally known as 
paralelipipedos, introduced in 1873, are still standard, although 
asphalt is becoming more and more common. The former are 
available in nearby quarries and serviceable for heavy traffic 
but have not generally been laid to meet proper specifications. 
Often of irregular sizes and set in loosely packed sand, the 
paving-stones are easily dislodged, wear out tires and accu- 
mulate dust in their interstices.*° 

Public transportation over these streets has been another 
problem. Since the city is circular with radiating transit 
lines, traffic is maldistributed, being light at the extremities 
and excessive at the heart; interconnection among outlying 
districts has, at least until recently, been almost non-existent. 
In 1939 93% of all passengers leaving the city center took 
their conveyance from terminal points. One-hour waits in 
long queues are not uncommon, a double nuisance since Paul- 


89 Plinio Penteado de Whitaker, “Abastecimento de agua da cidade 
de Sao Paulo,” Engenharia, V, 50 (Oct. 1946), 65-83; Eduardo da Silva 
Prado, Colectaneas (4 vols., Sio Paulo, 1904-06), III, 73-75. 

%” José Amadei, “Sao Paulo e seu calcamento,” Revista politécnica, 
XXV, 87-88 (Aug.-Oct. 1928), 301-302. 
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istas share with Parisians the outmoded custom, now obso- 
lescent in Rio, of returning home each day for lunch. 

When in 1927 the Prefecture rejected the Light and Power 
Company’s plan for a thorough overhaul of the transit system, 
the Company, though its contract was to run for another 
fourteen years, refused further to renovate or expand its 
streetcar lines; a 44% increase in passengers for the period 
1934-40 was therefore handled by a constant number of 
vehicles. Streetcars were supplemented after 1926 with 
buses, but these were owned by dozens of concerns, most of 
them lacking the organization and services proper for main- 
tenance. Since World War II all transit lines have been 
merged in the Municipal Collective Transport Company, which 
is acquiring large modern buses and trolley-buses. Better 
organization and equipment, however, are only a palliative. 
The crux of the problem is how to get hundreds of thousands 
of people, converging daily from all directions, into and out of 
(or for many, through or around) a city center whose circu- 
lation has not wholly been solved by viaducts, where the bulk 
of the city’s offices, banks, department stores and modern 
theatres are concentrated, and in which new and taller sky- 
scrapers continue to soar. Transportation is thus subordinate 
to city-planning.®" 

Sao Paulo’s city plan has been badly bungled. Not true 
planners but old-fashioned engineers elaborated it. The guid- 
ing criteria have been rigid “geometrism” rather than vital 
functionalism and an esthetics of pretentious, hybrid facades 
rather than of inviting, many-dimensioned forms consonant 
with region and era. This outlook was evident in an early 
project of 1910 which proposed three wide avenues for the 
city center, not in answer to living needs but as a showpiece 
for the centenary of national independence; the chief function 


‘1 Bruno Rodolfer and Anténio Le Voci, O transporte coletivo na cidade 
de Sado Paulo (2 vols., Sio Paulo, 1943; Abrahio Ribeiro, Remodelacdo 
do servico de transporte coletivo da cidade de Sado Paulo (Sio Paulo, 
1946) ; Leiio, op cit. 

Perennial plans for subways or rapid transit are commonly formu- 
lated with an eye to geometric symmetry and without reference to the 
concentrations and travel patterns of those who use cheap transportation. 
For outlandish early schemes see: Chemin de fer de ceinture de la ville 
de S. Paulo (Sao Paulo, 1904; José de Campos Novaes, Metropolitana 
paulista (Campinas, 1905). 
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of the trajectories was to intersect at the site of a massive 
monument.*” 

A year or two later a more practical plan went into effect. 
This was to enlarge the central “triangle,” widen some of its 
streets, reroute its streetcar lines, beautify nearby river basins 
and improve its connections with the main ridge across the 
Anhangabau.** A progress report in 1924 showed many 
though not all of the goals to have been fully achieved. Mean- 
time, however, the program had become obsolete, which was 
not surprising since its sponsors had accepted the undersized 
“triangle” as a permanent nucleus and neglected to plan the 
teeming new suburbs. 

The 1924 report was itself based on two quite restrictive 
principles. One, related more to an inferiority complex than 
to citizens’ needs, called for a showcase capital “which we 
Paulistas may take pride in and boastingly exhibit to for- 
eigners who visit us. At present Sao Paulo has very little 
worthy to be seen by the foreigner and offers in fact many 
deplorable and distressing aspects.” The second principle 
was illustrated by a diagram of two concentric perimeters 
intersected by radials. Sao Paulo was to have six such radials; 
five were already in use or being constructed, while a “perim- 
eter of radiation” lying well outside the ‘“‘triangle’ had for 
some time been under study. (In recent years a second, outer 
perimeter has been projected.) It was to so simplistic a 
formula, then, that city-planning was converted: “... in sum 
and essence we reduce the whole problem of remodeling the 
city’s system of circulation to the study of six large radial 
avenues and a perimeter of radiation.” (Author’s italics.) %* 

The radials-perimeter system, elsewhere called the loop- 
and-spoke plan, is not inevitably mischievous; Sao Paulo’s 
recent viaducts, river-bed expressways and traffic tunnel are 


"2 Alexandre de Albuquerque, As novas avenidas de S. Paulo (Sao 
Paulo, 1910). 

"3 Prefeitura Municipal de Siio Paulo, Melhoramentos do centro da 
cidade de S. Paulo (Siio Paulo, 1911). 

"4 Francisco Prestes Maia and Joao Florence d’Ulhoa Cintra, “Um 
problema atual—Os grandes melhoramentos de Siio Paulo,” Boletim do 
Instituto de Engenharia, VI, 26-31 (Oct. 1924-June 1926). For later 
phases and achievements of this plan see: Francisco Prestes Maia, 
Estudo de um plano de avenidas para a cidade de Sdo Paulo (Sio Paulo, 
1930) and Os melhoramentos de Sado Paulo (Siio Paulo, 1945). 
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in fact an absolute necessity. Execution of the total plan, 
however, was delayed until expropriation costs had become 
astronomically high, so that realizations were timid and obso- 
lete upon completion. If the city now has difficulty circulating 
and parking its 63,000 registered motor vehicles (1950), what 
may be expected when in the near future that number is 
doubled ? 

The enterprise, moreover, exhibits certain specious aspects, 
like the expressways that make frequent grade crossings or 
the viaduct that receives a second level for a future subway 
with no promise that it lies along a suitable subway artery. 
More important, the loop-and-spoke system, unsupported by 
broader planning, can become positively deleterious, as 
C. McKim Norton recently pointed out: 


The policy of building express highways into and around 
the center of cities is valid as far as it goes. It will bring 
a limited number of persons to central city areas in private 
automobiles and will provide expressways for mass trans- 
port by bus. It will divide metropolitan areas into large 
sectors within which developments of almost any form 
and type can take place. But without land-use planning 
and control in the central areas and within each of the 
outlying sectors bounded by segments of the “loop and 
spoke” system, the expressways will add to, rather than 
relieve, congestion. 

Experience indicates that new circumferential highway 
facilities are soon overloaded unless land-use controls keep 
new developments in scale with the highway which stimu- 
lates them.”® 


Persistence of the “central plaza” and “broad avenues” 
mentality is an obvious key to Sao Paulo’s problems. Metro- 
politan growth has been so recent and swift as to seem almost 
a fantasy. Paulistas want the overt and time-honored testi- 
mony of a grandiose ‘city center.” Much twentieth-century 
“planning” has consisted merely in efforts to move parts of 
this center, notably smart shops and theatres, out of the “‘tri- 
angle” and across the Anhangabati. This is not decentraliza- 
tion, but enlargement and enhancement of the monolithic 
nucleus. The late advent of automobiles, moreover, which 
appeared in appreciable numbers only in the mid-1920’s, 


" Gerald Breese and Dorothy E. Whiteman (eds.), An Approach to 
Urban Planning (Princeton, 1953), p. 86. 
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helped to postpone a vision of the expansive, subnucleated, 
swift-moving modern city, its arteries and cell-tissues biologi- 
cally rather than geometrically elaborated.” 

A few functioning sub-centers do exist, industrial-commer- 
cial Braz most conspicuously, along with certain peripheral 
nuclei. A few radial streets offer stores and cinemas at a 
distance from the center. A few big department stores are 
invading the suburbs. Planned, outlying communities for 
factory and white-collar workers are appearing. But the de- 
centralizing, or pluralistic, habit of mind—which, as already 
suggested, is relevant as well to education, political leadership, 
and industrial and rural planning—does not yet orient the 
field of urbanism in broad, decisive fashion. More important, 
the people themselves are under hypnosis by the thrills, dazzle 
and grandiosity of the metropolitan heart. To center their 
primary activities and emotions in the neighborhood commu- 
nity seems to many a dreary, provincial prospect. No urban- 
ist, however inspired, can impose a city-plan upon people 
indisposed to accept it. The magnetism of the city center has 
weakened the townsmen’s “habit of community,” and it is at 
this point that the political (or, social) problem, discussed 
earlier, converges with that of the urbanist. 


*6 On 16 February 1922 O Estado de Sdo Paulo noted with dismay the 
increase in automobiles and traffic snarls: “And if in the next ten years 
the city should continue developing as it has been, which everything 
points to, then our streets will be inadequate for automobiles; the 
center, with streets of such modest width and with all its alleys and 
angles, will be acutely constrictive for public thoroughfare.” 

In modern Sao Paulo I have seen a street on which cars drive up on 
the lefthand sidewalk to pass oncoming trolleys. 





Cyclical Exchange Rate Policy 
and Real Income: Peru 


By RotF HAayNn* 


A proper exchange rate policy must, broadly speaking, take 
into account the effects of the exchange rate upon both real 
incomes and the balance of payments. While recognizing the 
connection, it is necessary to distinguish between these two 
objectives. Thus, it may very well be that, as appears to be 
generally accepted, a cyclically stable exchange rate is quite 
feasible from the point of view of balance of payments equi- 
librium if the Central Bank acquires exchange reserves during 
the upswing for use during the downswing.' This, however, 
does not mean that such an exchange rate policy would maxi- 
mize a country’s real income over the cycle. It is our purpose 
here to show that in the case of Peru, exchange rate fluctua- 
tions offsetting cyclical foreign price level variations would 
be the best policy from the point of view of income maxi- 
mization. At the same time, such a policy would not be 
undesirable from the point of view of balance of payments 
equilibrium, though it might not suffice to attain it. The point 
here is that whatever measures may be required to equilibrate 
international payments, whether these measures consist in 
further exchange rate variations, exchange controls or the 
accumulation and use of foreign exchange reserves, the ex- 
change rate should vary so as to offset cyclical foreign price 


“The author is visiting Lecturer in Economies at the University of 
New Mexico. 

This article is based upon material in my unpublished doctoral dis- 
sertation, Peruvian Foreign Exchanges, 1929-1950, 1953, deposited in the 
library of the University of Wisconsin. 

I wish to acknowledge the assistance received in the preparation of 
this article from Professor P. T. Ellsworth of the University of Wis- 
consin and Professor N. Wollman of the University of New Mexico. 
I do, of course, accept sole responsibility for any mistakes. 

1 See Ragnar Nurske, Conditions of International Equilibrium, Essays 
in International Finance No. 4, Spring 1945, Princeton University Press, 
and reprinted in American Economic Association, Readings in the Theory 
of International Trade, The Blakiston Company, Philadelphia, 1949, pp. 
3-34. Also see League of Nations, International Currency Experience, 
1944, United Nations reprint of 1947, pp. 134-136, 139. 
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level fluctuations in order to create optimum conditions for 
the maximization of the country’s income. 


The Exchange Rate and Real Income 


The exchange rate can influence a country’s real income by 
affecting the terms of trade, output, and capital investment. 
The Terms of Trade. Peru is an atomistic buyer and seller 
in world markets. Table I indicates that her exports consti- 
tute an insignificant proportion of the world’s output (Russia 
excluded) of the goods in question. Consequently, in the 


TABLE I 
COMPOSITION OF PERU’S EXPORTS AND SHARE OF WORLD MARKETS, 
EXCLUDING RUSSIA, 1949 

Cotton Sugar Wool Oil Copper Lead Zinc Gold 
“c of Export Value 29 16 1 23 7 12 6 3* 

“% of World Prod. 1 1 +? - 1 4 3 1 
NOTES: Peru produces a significant proportion of the world’s output 
of vanadium. In 1947, her output of that mineral amounted 
to 45% of the combined production of Africa, Mexico, the 
United States, and Peru. See United Nations, Statistical 
Yearbook, 1952, p. 122. However, the value of her vanadium 
exports amount to less than half of one percent of the total 


value of her exports, and have therefore not been included 
in Table I. 


* Output, not exports. 
** Less than %#%. 


Source: Ministerio de Hacienda y Comercio, Anuario del Comercio Exu- 


- 


terior del Peru, 1949, and United Nations, Statistical Year- 
book, 1952. 


absence of international agreements, Peru has no control over 
the foreign prices of her exports. Even with international 
agreements, her relatively small importance as a supplier 
would give her little say in any decisions affecting the prices 
of the goods she sells. 

Peru also purchases an insignificant proportion of the 
world’s imports. In 1949, the value, c.i.f., of her imports 
amounted to only about 170 million dollars. About 50° of 
these imports are usually supplied by the United States. Her 
purchases abroad consist of food and a large variety of manu- 
factured and semi-manufactured commodities, an import pat- 
tern that is characteristic of raw material producing and 
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exporting countries in a relatively low stage of economic 
development such as Peru.’ 

Thus, the demand curve facing Peru as an exporter is prac- 
tically of infinite elasticity. Similarly with the supply curve 
of imports in foreign exchange. Hence, Peru has no control 
over the foreign exchange prices she obtains for her exports 
and pays for her purchases abroad. It follows that she cannot 
affect her real terms of trade by varying the exchange rate. 
A discussion of Peruvian foreign exchange policy need not be 
concerned with the terms of trade. 

Output. Under a stable exchange rate,*® foreign price fluc- 
tuations will produce corresponding domestic price variations. 
In the event of a decline in foreign price levels, Peruvian sol 
export prices would decline more than other sol prices, for 
Peru is an exporter of raw materials whose prices fluctuate 
more than those of manufactured commodities. Secondly, the 
sol prices of imported goods would decline, and thirdly, those 
of import competing goods. As foreign price levels continued 
their decline, an increasing variety of domestically produced 
goods would become “import competing,” and their prices 
would decline. The number of sheltered industries that would 
not have to lower their prices to meet foreign competition 
would become increasingly smaller the more foreign prices 
fell. These price movements would tend to produce a shift 
of resources from export- and import-competing industries 
to the relatively most sheltered industries, also tending to 
depress prices in the latter. 

Thus, under a stable exchange rate, a decline in foreign 
price levels would produce a shift in resources to the rela- 
tively most sheltered sectors of the economy. In the event 
of a rise in foreign price levels, a shift in the opposite direc- 
tion would tend to take place. This holds regardless of the 
extent to which domestic money incomes fluctuate. 

We shall see below that such resource movements are un- 
desirable from the point of view of the balance of payments. 
At this point, we are interested in the fact that cyclical price 
fluctuations and resource shifts are definitely undesirable from 
the point of view of real income maximization. 


~See Ministerio de Hacienda y Comercio, Annuario del Comercio Exv- 
terior del Peru, various issues. 


* We are assuming no exchange controls. 
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First, optimum resource allocation is certainly not fur- 
thered by actual and expected fluctuations in prices and 
resource shifts. It is price stability, and not fluctuations in 
domestic price levels reflecting foreign price level movements, 
that will be best for optimum resource allocation and the 
growth of those economic activities best suited for the local 
environment. Efficiency and growth will be furthered by a 
foreign exchange policy that offsets cyclical fluctuations in 
foreign prices.* 

A stable exchange rate also has an undesirable effect upon 
output when foreign prices decline because resources tend to 
become unemployed. Above we have simply assumed that the 
greater the extent to which industries are subjected to foreign 
competition, the more resources will they lose to more sheltered 
industries as foreign prices decline. The possibilities of shift- 
ing, however, are limited and, because of an inadequate degree 
of downward price flexibility, resources simply tend to become 
unemployed. Moreover, to the extent that labor does shift, 
it probably transfers principally from the export- and import- 
competing sectors of the economy, where productivity is bound 
to be relatively high, to the non-monetary sector of the econ- 
omy, where labor is really partly unemployed. This lowers 
productivity and thus real incomes considerably. Under such 
circumstances, depreciation which eliminates or diminishes the 
competitive pressure of foreign producers is clearly advisable. 

The dearth of statistical information makes it impossible 
to prove an inadequate degree of downward price flexibility 
directly. The events of the Great Depression here set forth 
have to suffice. 


Table II shows, in constant soles, the relationship between 
the change in imports and the change in our gross national 
income estimates.° Though our estimates are undoubtedly 


+ Note that we are here speaking about cyclical price level changes. 
The foregoing is not to be interpreted to mean that Peru should counter- 
act a decline in foreign prices produced by permanent factors abroad 
such a technological innovations. In any event, it does not appear likely 
that such factors will produce a decline in foreign price levels. 

* For source of these estimates, which I calculated, and which un- 
doubtedly are extremely rough, see the note to Table II. Briefly, the 
estimates were obtained by projecting back the relationship between bank 
clearings, exports, and budget tax receipts between 1942 and 1949, years 
for which we do have Central Bank product estimates. 
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very rough and subject to considerable errors, the differ- 
ence between 1931 and the other years is too striking to be 
neglected. 

From April 1931 to April 1932 Peru was on a gold standard. 
During the rest of the period considered, the sol depreciated. 
Foreign prices, as is well known, declined throughout these 
years, and Peru’s foreign exchange receipts decreased con- 
siderably.“ Now if the Peruvian cost-price structure did not 
adjust itself as readily to falling world prices in 1931, which 
included most of the period of gold convertibility, as during 
1930 and 1932, when the sol depreciated, the country’s real 
output in constant soles should have declined by less for a 
given fall in imports, again in constant soles, during the latter 
years than in the year when the gold standard prevailed. This 
follows from the fact that the more unsatisfactory the adjust- 
ment of the price structure, the greater the tendency of the 
distribution of expenditures to shift in favor of imports. 
Table II shows that this is exactly what happened. In 1931 
output in constant soles declined about two times as much 
for a given fall in imports as during the other two years 
considered. 

It is therefore not surprising that at the end of 1931 a strong 
campaign against the gold standard began, and that the cam- 
paign was based on the claim that, though costs were falling, 
they were not falling sufficiently for production to continue 
without great losses. Gold convertibility, it was argued by 
producer groups in general, should therefore be suspended, 

TABLE II 
CHANGES IN IMPORTS AND GROSS NATIONAL PRODUCT IN 1932 SOLES 
1930-1932 
(In Millions) 


Change in Change in 


Imports G.N.P. 
1 2 1/2 
1930 snout _.... —54 —186 29 
1931 poate —48 —360 13 
1932... _..... —28 — 74 38 


Source: For Imports, see Ministerio de Hacienda y Comercio, op. cit., 
various issues. For calculation of the gross national product, 
see my unpublished doctoral dissertation, op. cit., Appendix. 


6 For a detailed account of the events between 1929 and 1933 see my 
unpublished doctoral dissertation, op. cit., Ch. II. 
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so that the sol could depreciate and the position of producers 
be improved. A capital outflow ensued, and the gold standard 
was abandoned. 

The 1938 Recession. Let us turn to the 1938 recession.‘ The 
sol began to depreciate in August of 1937, and, with some 
interruptions, continued its decline throughout 1938 and 1939. 
The value of exports fell during both 1938 and 1939. Table 
III shows the effects of this depreciation, given foreign price 
level movements, upon the domestic price structure. It is clear 
that the depreciation protected the export- and import-com- 
peting sectors of the economy considerably. The resultant 
price movements even tended to produce a shift in the dis- 
tribution of expenditures from imports to domestically pro- 
duced goods. 

TABLE III 
WHOLESALE PRICE MOVEMENTS IN LIMA, AUG. 1937-DEc. 1939 


Domestic Export Imported 


Goods Goods Goods 

Date % Change % Change % Change 
Aug. 1937-Dec. 1939___.._.._...... +4 + 8 +31 
Dec. 1937-Dec. 1938__.. —1 — 8 — 8 
Dec. 1938-Dec. 1939. : +3 +25 +22 


Source: Banco Central de Reserva del Peru, Bulletin, various issues. 


Thus, price relationships over these years tended to promote 
maximum domestic output and the isolation of the economy 
from the depressing effects of falling foreign price levels. 
What was then needed to keep output of other than export 
goods at the previous levels, or even to raise this output above 
previous limits, was the stimulation of monetary demand 
through fiscal deficits or otherwise. Table IV shows that con- 
siderable deficits were incurred during the period of the 
recession, and that the supply of money actually increased. 
Our gross national product estimates also shown by this table 
leave us with the strong presumption that the country suc- 
ceeded in isolating itself fairly well from the world recession 
of 1938. 

The Exchange Rate and Investment. There is no reason 
to believe that an exchange rate fluctuating in such a way 
as to offset foreign price level movements would, in the long 


* For a detailed account of the events between 1937 and 1939, see 
Ibid., Ch. ITI. 
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run, be associated with less investment of domestic and for- 
eign capital than would be the case under a stable exchange 
rate. On the contrary, it would seem that the marginal 
efficiency of capital would be the higher the less the economy 
is subjected to the depressive effects of foreign price level 
declines. Moreover, long run as contrasted with short term 
investments would be stimulated by a constant price level, to 
which the exchange policy here recommended would con- 
tribute. Of course, other things being equal, a fluctuating rate 


TABLE IV 


PAYMENT MEDIA, GOVERNMENT DEBT, AND GROSS NATIONAL PRODUCT 
1937-1939 
(In Million Soles) 


Payment Gov’t G.N.P. 
Medial Debt? Total 

Total Change 32 Soles 
1937 254 + 5 1017 
1939 279 +43 1124 
1939 316 +47 1160 


1Includes sol and foreign exchange demand deposits and 
currency not held by banks. 
~ Domestic debt only. 
Source: For payment media and the government debt, see Banco 
Central de Reserva del Peru, Bulletin, various issues. For 
the national product calculations, see note to Table II. 


is liable at times to promote undesirable speculative capital 
movements. Control measures to inhibit such movements 
would be indicated. There is, however, no reason to believe 
that such movements would reduce long run investment of 
domestic and foreign capital to a level below that attained 
under a stable exchange rate. 


The Balance of Payments and the Exchange Rate 


As long as undesirable speculation is controlled, an exchange 
rate fluctuating on the basis of the criteria here set forth 
will not have any unfavorable effects on the balance of pay- 
ments unless domestic inflation or structural factors tend to 
worsen the country’s international payments situation. Ab- 
stracting from these, there will be no unfavorable effects, for 
the terms of trade in foreign exchange are not affected by 
exchange rate variations. 








68 INTER-AMERICAN ECONOMIC AFFAIRS 


However, we can go beyond stating that there will be no 
unfavorable effects. A depreciation offsetting declining for- 
eign price levels will keep the import coefficient from increas- 
ing, while exports are likely to remain at a higher level than 
under a stable exchange rate. This is due to the simple fact 
that foreign price declines translated into corresponding 
domestic price changes (as with a stable exchange rate) will 
make foreign goods more attractive to Peruvians, raising im- 
ports out of a given income. Further, the profitability of 
export production, and therewith actual export output, will 
decline the more, the greater the extent to which foreign price 
changes cause domestic prices to fall. Hence, a depreciation 
of the sol offsetting foreign price level declines would be pref- 
erable to a stable exchange rate from the point of view of the 
balance of payments. This does not mean, of course, that such 
a depreciation would necessarily maintain or restore balance 
of payments equilibrium. A greater degree of depreciation, 
controls, or the use of exchange reserves might be required 
for that purpose. 

Thus an exchange rate that fluctuates in such a way as to 
offset cyclical variations in foreign prices is certainly not 
undesirable from the point of view of balance of payments 
equilibrium. We saw that it is clearly advantageous from the 
standpoint of real income maximization. Such a policy must 
therefore be recommended for Peru, while recognizing that 
additional exchange rate movements, controls, or the use of 
reserves might be necessary in order to equilibrate inter- 
national payments. The fluctuations here recommended are 
designed only to maximize the country’s real income in the 
face of cyclical variations in foreign price levels.*® 


8 The above recommendation cannot be generalized for all countries. 
A careful consideration of circumstances is necessary for each country. 
Thus, in the case of Chile, the exchange rate fluctuations here recom- 
mended would, perhaps, not maximize the country’s real income because 
Chile produces an appreciable proportion of the world’s copper and may, 
therefore, be able to influence her terms of trade. 








The Brazilian Cotton Textile 
Industry, 1850-1950' 


By STANLEY J. STEIN 


After a century of growth the Brazilian cotton textile 
industry seems to have reached the end of one stage in its 
development. At its convention in 1949 the industry’s leading 
spokesmen decided that they had outstripped national con- 
sumer purchasing power and that only two paths lay ahead: 
reduction of output or the export of excess textile production.? 

It may come as a surprise that the textile industry of an 
underdeveloped area has apparently achieved such ‘“matu- 
rity,’* at least in the eyes of its leaders. That such an indus- 
trial attitude has developed practically unnoticed may be 
traced partly to the limitations of the available studies on 
industrialization in Latin America. In discussions of eco- 
nomic growth, little attention has been given the already 
industrialized segments of the economies of underdeveloped 
areas. Particularly the role of businessmen in economic 
growth has been ignored. The impression is widely held that 
once the initial barriers are removed and industry introduced, 
industrial progress and the betterment of the consuming 


1Mr. Stein is Assistant Professor of History, Princeton University. 
This paper is a résumé of research on the Brazilian textile industry under 
the auspices of the Research Center in Entrepreneurial History, Harvard 
University, and based upon ten months of field work in Brazil (1951-52). 
The author wishes to express his appreciation to Dr. Leland H. Jenks, 
a senior member of the Research Center, for his helpful criticism. 

2Cf. Idyllio Marques Ferreira, “Memorial destinado ao congresso 
nacional das industries texteis . . . apresentado pelo 3a. commissio 
nomeade pelo Sindicator das Industrias de Fiacgio e Tecelagem de Minas 
Gerais”; Francisco de Castro Ribeiro, “Superproduccio. Tese’”’; Carlos 
T. da Rocha Faria, “Discurso... na sessdo de instalaciio,” all in Segunda 
Convenciio da Industria Textil Brasileira (Rio de Janeiro, 1949). Mim- 
eographed minutes. 

3T have used “maturity” here because the industry apparently suffers 
from a declining rate of investment (unwillingness to make capital 
outlays on reorganization of management and production) and turns to 
government support in the form of favorable exchange rates on sales 
abroad. 
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public follow naturally. It is therefore worthwhile to see 
how an industry develops in such an area and how entrepre- 
neurs react to the special conditions of their economic environ- 
ment. A study in historical depth of industrial development 
in one sector, in this instance the Brazilian cotton textile 
industry, may bring wider perspective and generate new con- 
ceptions on the nature, pace and problems of such industriali- 
zation and the entrepreneurs associated with it.* 


I 


The Brazilian cotton industry, Brazil’s oldest, most widely 
dispersed and most important in capital and personnel, lends 
itself to such treatment. Historical analysis reveals how the 
evolution of the industry is woven, from the beginning, into 
the warp and woof of Brazil’s effort to diversify its ‘“‘essen- 
tially agricultural economy.” Although initially small, the 
cotton textile industry was largely responsible for starting 
Brazilian industrialization as early as 1845, when the first 
mills were founded, and it played an important role in the 
diffusion of the industrial spirit of a time which believed that, 
in the words of the minister of finance in 1850, “‘no nation 
can be truly independent and march rapidly ahead when it is 
limited, as we are limited, to producing raw materials and 
foodstuffs for consumption exclusively in foreign markets.’’® 

The protective tariff of 1844 began the first period of tex- 
tile growth, 1844-1885," and although radically changed in the 


4 For further discussion of these points, see Miron Burgin, “Research 
in Latin American Economics and Economic History,” Inter-American 
Economic Affairs, I (December, 1947), 19. 

* Joaquim José Rodrigues Torres, Proposta e Relatorio do Ministro 
de Fazenda (Rio de Janeiro, 1850), 2. 

* Growth of the Brazilian Cotton Industry, 1866-1885: 


1866 1885 
Number of Mills _..__________... 9 48 
Renebre 2 «| TS 66,466 
I es 385 2,111 
Production (meters) _................. 3,944,600 20,595,375 
Operatives = 768 3,172 


Sources: A. V. de Borja Castro, “Relatorio do Segundo Grupo,” 
Relatorio da Segunda Exposigéo Nacional de 1866 (Rio de Janeiro, 
1869), 499; J. C. Branner, Cotton in the Empire of Brazil, Depart- 
ment of Agriculture. Miscellaneous, Special Report No. 8 (Wash- 
ington, 1885), 42-43. 
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early ’fifties, fostered small mills in northeastern Brazil 
(Bahia) and in the south-central area (Rio de Janeiro and 
Sao Paulo). In addition to the stimulus of the tariff, the prior 
accumulation of investment capital in former years of agricul- 
tural prosperity was a decisive factor in both cases. 

Development of these two textile centers was not simul- 
taneous, occurring in two distinct waves. It was in the north- 
east that the first wave of mills appeared between 1844-1866. 
Cotton was grown nearby and exported to England,’ although 
small amounts also went to the tiny south-central mills; sugar 
required sacking, and plantation slaves had to be clothed. 
The previous half-century had permitted the accumulation of 
capital; when the sugar economy of Bahia was undermined 
by growing competition of European beet sugar, some local 
investors turned to the textile industry. 


Although a few mills were also erected in the Rio de Janeiro 
and Sao Paulo area in the period 1844-1866, the real wave of 
new mills there came between 1866-1885 after coffee in the 
Parahyba Valley had passed its first apogee and the cotton 
boom in the province of Sao Paulo, stimulated by the world 
cotton shortage during the American Civil War, came to an 
end with the resumption of American exports.’ As in the 
northeast, the surplus capital and agricultural crisis of the 
period 1870-1890 turned potential investors toward new fields 
of activity. For the narrow circle of Brazilian planter fami- 
lies, Portuguese merchants and the sprinkling of foreigners 
in the Rio area, these two decades were financially unsettled. 
Few among the Parahyba Valley coffee planters could look 
forward to a prosperous future. There were only mortgages 
to pay, troublesome slaves to be kept in line and aged ones to 
maintain (when they were maintained), worsening erosion, 
and above all the threat of uncompensated emancipation of 
their slaves. Coffee commission houses, representing a large 
capital, were presented with an equally dismal future, for 


7 For the significance of Brazilian cotton in the British cotton textile 
industry to 1860, see James A. Mann, The Cotton Trade of Great Britain 
(London, 1860), 95-96, 112; Thomas Ellison, A Handbook of the Cotton 
Trade (London, 1858), 84-88; Branner, op. cit., 20. 

8 On the Sio Paulo cotton boom of the 1860’s, see Alice P. Canna- 


brava, O Desenvolvimento da Cultwra do Algoddo na Provincia de Sido 
Paulo, 1861-1875 (Siio Paulo, 1951). 
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there was little possibility that planter debts for advances 
would be repaid. As for the importers of cotton textiles, food- 
stuffs, iron goods and the welter of articles required by the 
Brazilian economy, only a market expanding beyond the old 
coffee plantations promised survival. 

Brazilians and foreigners—English, French, Portuguese 
and American—initiated the cotton manufacture despite many 
unfavorable factors. They had to fit themselves into an econ- 
omy based on exports of raw materials and imports of many 
basic commodities. The third quarter of the nineteenth cen- 
tury was the hey-day of one-crop agriculture, and its con- 
comitant doctrine of free trade and the international division 
of labor braked the pace of industrialization. Many Brazilians 
felt then that there was little chance to compete with the 
cotton textiles, even the coarsest ones, of England or the 
United States. Textile manufacture was considered by many 
an “artificial” industry. Local cloth wholesalers often refused 
to handle domestic production while foreign mills sent over 
fabrics which looked as good as the coarse local cloth but were 
in fact poorer in quality. The early textile men found invest- 
ment capital scarce while the few banks confined their opera- 
tions to short-term commercial loans. Reflecting these inhib- 
iting conditions, the number of mills founded up to 1885 was 
small and many of these had failed, despite help from the 
Imperial government through duty-free imports of machinery, 
free railroad transport and, infrequently, through government 
loans and the proceeds of lotteries. 


II 


The protective tariff of 1879 and the approaching agricul- 
tural crisis stimulated the growth of the industry in the Rio 
de Janeiro and Sao Paulo area, opening the second major 
period of development, 1885-1914. Within a few years of the 
tariff, however, free-traders managed to have its protectionist 
principles diminished, and the industry had to wait until 1897 
to secure adequate protection for the coarse cottons then pro- 
duced. In the interim between these tariffs the economic and 
political climate changed profoundly. Uncompensated eman- 
cipation of slaves in 1888 and the advent of the Republic in 
1889 strengthened the movement for an industrialized or 
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more diversified economy and prepared the arena for a bitter 
struggle between free-traders and protectionists. Wide use 
of government loans to the coffee planters in crisis during 
the last months of the Empire and continued by the Repub- 
lican government, set the stage for the speculation of the early 
nineties. A good portion of the loans were siphoned off by 
the mushrooming commercial and mortgage banks of the 
Republic for speculation, and, in some cases, for the textile 
and other consumer industries. Meanwhile, as early as 1881, 
textile and other industrialists organized an industrial asso- 
ciation to defend the interests of the new industrial groups, 
and the influence of the association through the press and on 
the government during these formative years should not be 
underestimated.® 


Overnight the dismal future before the eyes of down-at-the- 
heel coffee planters, their factors and associated commercial 
groups of the eighteen-eighties dissolved in the vista of an 
expanding economy based on new consumers in the eighteen- 
nineties. To the capitals, Rio de Janeiro and Sao Paulo, flowed 
the rural exodus of ex-slaves. Younger and more active freed- 
men migrated westward into the zones of virgin forest in Sao 
Paulo opened to extensive coffee plantings. More labor than 
that of freedmen was needed, however, and planters drew 
heavily upon the levies of European immigrant labor, prin- 
cipally Italian. The freedmen and the immigrant members 
of Brazilian society required basic consumer articles, and this 
market for coarse textiles offered further stimulus to the 
young industry. 

In number of plants and workers the Rio de Janeiro textile 
mills were in the forefront of the industry to the beginning 
of the First World War. Despite the later growth of the Sao 
Paulo textile industry, which outstripped that of Rio in the 
third period, 1914-1950, policy-making and leadership re- 


 Associacio Industrial, O Trabalho Nacional e Seus Adversarios (Rio 
de Janeiro, 1881); “Manifesto da industria nacional,’ O Industrial. 
Orgdo da Associagdo Industrial, May 21, 1881; Commissiio de Ingérito 
Industrial, Relatério ao Ministro da Fazenda (Rio de JaJneiro, 1882), I; 
Commissao Parlamentar de Inquérito, Informagées .. . ao Corpo Legis- 
lativo (Rio de Janeiro, 1883); Commissio Parlamentar de Inquérito, 
Relatorio ...ao Corpo Legislativo (Rio de Janeiro, 1885). 
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mained in the hands of the Rio cotton textile entrepreneurial 
group.!® 

Another determining factor in the expansion in the period 
1885-1914 was the entry of the cloth merchants, largely Portu- 
guese, to controlling positions in Rio’s leading textile mills. 
Begun in the eighties, this movement followed a long struggle 
between native cloth producers and foreign importers with 
overseas ties to English mills and with their own well- 
organized national distributive outlets. The initial entrepre- 
neurs of the industry had been long on ideas and usually short 
on working capital. They had imported spindles, looms and 
technical help, but had found themselves without funds to get 
raw cotton spun into cloth, and to extend credit to retailers 
of the urban centers and the interior. At this juncture certain 
Portuguese wholesale cotton goods importers thought it prof- 
itable to subsidize native industry by providing credit in 
return for exclusive or quasi-exclusive marketing arrange- 
ments. “Commerce in the textile line at the end of the Empire 
and in the first part of Republican life,” declared a textile 
manufacturer and publicist in 1945, ‘“‘was well organized by 
the Portuguese. With nationally produced cotton at hand, 
the prices of cheap fabrics containing ample cotton fiber were 
attractively low. The large commercial houses saw the ad- 
vantage of producing in Brazil, assuring their chain of distri- 
bution a guaranteed, organized production. They turned to 
financing cotton factories, always maintaining control of the 
management. To appreciate the importance of this phenom- 


10 Distribution of the Largest Cotton* Mills in Brazil, 1910: 














Area No. Mills Spindles Looms Operatives 
RRR a ah eons 232,414 7,506 8,300 
Bao amo ae 72,000 3,000 3,700 
jf a ee ee 93,000 2,767 3,296 

UE ge 11 397,414 13,273 15,296 
Total (Brazil)... 187 1,000,000 35,000 55,000 


* Mills of more than 25,000 spindles. 
+ Federal District and State of Rio. 


Source: Adapted from W. A. Graham Clark, Cotton Goods 
in Latin America. Part II. Department of Commerce and 
Labor. Special Agents Series No. 36. (Washington, 1910), 
41, 46. 
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enon, bear in mind that the one firm of Sotto Maior financed 
and controlled about nine large mills.’’" 

Underlying the commercial outlook of the men entering the 
industry at this period was the Portuguese dictum, “Secrecy 
is the soul of business.”'!* Translated into ordinary business 
practice, this meant a policy of no fixed prices per article, the 
price varying with the ability of the purchaser to pay. It 
meant reclassifying merchandise when it arrived at the cus- 
toms so that finer textiles would pay duties specified for 
coarser fabrics. It meant gambling in exchange rates by 
delaying payment to foreign cloth exporters in Europe in the 
hope future exchange rates would be more favorable. It in- 
cluded the policy of holding merchandise until better prices 
were offered, or even rigging the market. Nationally pro- 
duced goods, when finally accepted by the cloth merchants, 
were universally priced only slightly below the cost of the 
imported cotton goods of the same quality. Since the group 
of merchants was small, collusion was facilitated and prices 
could be raised as high as possible. 

These traditional ways of doing things regulated the com- 
mercial world in which Portuguese merchants moved. The 
cotton textile industry was another way to make money. New 
ideas, new methods entered with difficulty. Outside the lim- 
ited number of families engaged in commerce in Rio, or within 
the planter aristocracy, new members were brought in from 
Portugal; and nineteenth century Portugal was no seed bed 
of innovation—commercial, financial or industrial. The mer- 
chants entered to stabilize the industry through selling prof- 
itably what had been tried and proven by earlier entrepre- 
neurs, not to undertake any large-scale innovation in styles 
and quality. A few mills of the large urban centers, notably 
those of Rio de Janeiro, were to strive after the First World 
War to improve the quality of their production and to try to 
raise the tariff against foreign competition. Most of the 


11 José Soares Maciel Filho, A Economia da Industria Textil no Brasil 
(Rio de Janeiro, 1945), 1. Mimeographed minutes in Archive, Sindicato 
das Industrias de Fiaciio e Tecelagem do Algodiio do Rio de Janeiro. 
For similar integration of distribution and manufacturing by foreign 
merchants in the Mexican textile industry, see Sanford Mosk, Industrial 
Revolution in Mexico (Berkeley and Los Angeles, 1950), 122-123. 

12 Cf. Tobias Monteiro, “Industria Fabril,” O Brazil. Suas Riquezas 
Naturaes. Suas Indistrias (3 vols. Rio de Janeiro, 1909), III, 256. 
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industry established in the formative period, 1885-1914, con- 
tinued the methods and production types first developed at 
Manchester which came out with their Howard & Bullough 
or Gregson & Monk machinery. 

The principles behind Brazilian factory operation were 
simple, almost primitive. In the first and second periods of 
the textile industry they remained unchanged. One importer 
of machinery reported that some early textile entrepreneurs 
appeared at his Rio office and asked if he could supply the 
plans and the machinery to produce cotton goods similar to 
the swatch of coarse material they showed him. In other 
cases, the entrepreneurs wrote to English companies explain- 
ing their aims and requesting a survey and estimate of costs. 
Until the coming of electric power after 1900, mills were 
driven by steam or water-power, depending on their geo- 
graphical location. While awaiting the arrival of the textile 
machinery on order, mill construction was begun in accord- 
ance with plans sent out from England, or in some cases, from 
the Continent. 

All the large mills were built with spinning, weaving and 
finishing sections; smaller establishments of this period, 
unable to cover the outlay for expensive spinning machinery, 
wove imported yarns since the tariff at this period placed 
duties only on the coarse fabrics and the low counts of yarn 
which domestic industry produced for the Brazilian market. 
Along with the crated machinery there usually came a tech- 
nician who looked over the mill construction, then set to work 
mounting the machinery. Frequently ,after he had seen the 
machinery in operation according to the Manchester-drawn 
specifications and producing the simplest of fabric designs on 
the narrow thirty-six inch looms,'* he was offered a contract 
to remain as mill manager permanently. This procedure 
created a pool of technicians, mostly English, who circulated 
throughout the mills of Brazil, as they do to this day. If the 
technician departed and if there were no skilled immigrant 
weavers, Brazilian weavers continued the same few produc- 
tion types year after year on the same loom-harnesses with 


13In 1946 78.6% of 85,338 looms checked in Brazil were 30” to 40” 
wide. Of these, 32% were 36” looms. Commissao Executiva Textil, 
Indistria Textil Algodoeira (Rio de Janeiro, 1946), 137. 
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the same three or four colors of yarn, the only colors the 
domestic dyers know how to prepare. 

In this period cotton came principally from the northern 
areas of Brazil, Pernambuco, Maranhao, Parahyba and Ala- 
goas, and from Sao Paulo in lesser quantities. Cotton pick- 
ing, ginning and baling were poor, and cotton fibers were 
irregular in length. The arrival of cotton shipments was 
unpredictable for the Republican government restricted coast- 
wise shipping to Brazilian-owned and operated vessels. In the 
harbor of Rio cargo had to be unloaded into lighters, put 
ashore and, if the mill were located outside Rio, placed aboard 
freight cars for eventual shipment to the waiting mills. Oils, 
greases, caustic soda, anilines and shuttles were imported. 
Large mills constructed foundries and machine shops where 
major repairs to textile machinery were managed without 
recourse to slow deliveries from overseas, and in this way a 
considerable portion of Brazilian textile machinery was re- 
newed, part by part. 

In the rural areas, on the outskirts of large cities, and 
everywhere in the interior, the lure of wage labor and the 
opportunity to leave low-paying agricultural occupations pro- 
vided mill hands for unskilled textile jobs. Before the heavy 
influx of immigrant labor during the nineties, Brazilian mills 
often contracted in England or France for skilled weavers, 
men and women, who were brought over to train Brazilian 
operatives. After 1890 many skilled weavers were found 
among Italian immigrants who were forwarded directly to 
the mills. The mass of unskilled labor came from the Bra- 
zilian population, women and children far outnumbering the 
men; there were few Negroes, however, in the mills of the 
Rio area. 

Mill labor was clustered around the mill in company-supplied 
housing. Company stores sold supplies on credit, the charges 
being deducted from monthly wages. As a rule the company 
paid for the construction of a church on factory grounds, and 
fostered religious observances. As the textile mills became a 
permanent part of the Brazilian economy, many of the early 
mill hands remained and new openings were filled by their 
children who entered to work beside their parents. From the 
beginning, Brazilian textile entrepreneurs maintained a pater- 
nalistic attitude toward the working force, the only way to 
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reduce labor turnover. Summed up by a textile industrialist 
long associated with the industry, the production of textiles 
in those days was simplicity itself. ‘As the old textile en- 
trepreneurs saw it, the textile mill did not require technicians. 
It was merely a matter of feeding the raw cotton in at one 
end and the finished cloth appeared at the other.” 

Selling to a protected market which expanded as popula- 
tion increased and more Brazilians entered a wage economy, 
textile mills required no cost accounting. Bookkeepers totaled 
the expenses of the business and divided by the number of 
meters produced. Under this system the coarser goods sold 
for prices higher than warranted, the finer goods for prices 
lower than needed. As late as 1945 it was reported that “rare 
are the textile mills that have systems of cost accounting.” 
Members of one textile group shamefacedly admitted that 
“the only accounting system they had was a simple com- 
mercial one . . . it was impossible to furnish any details 
because they did not know the unit costs of production in 
their mills.” !4 

The commercial newcomers to the industry did not have 
to worry about the finer points of industrial production. 
Richer rewards were reserved for them in the distribution of 
mill production by arrangements made when they took over 
the direction of the mills. As important stockholders they 
managed the mills as directors, or as members of the fiscal 
committee which examined the annual statements and balances 
prepared by the directors. From these posts they judged 
what articles to produce, in what quantities, at which prices to 
sell. Where exclusive distribution proved difficult to arrange, 
they contrived to reserve a large proportion of the production 
for their commercial establishments. They cemented their 
control not only as stockholders but also because they were 
the quickest source of loans—long-term, low interest-bearing 
credit being practically non-existent—when mills ran into 
temporary difficulties and needed funds to tide them over 
crises. By circumscribing distribution to their wholesale 
houses and by linking brand names to their channels of dis- 
tribution, they cut off the mills effectively from day-to-day 


14 Jorge Kafuri and José Soares Maciel Filho, in Commissao de Plane- 
jamento Econémico, Ata da 6a. Reuniio. June 7, 1945. Mimeographed 
minutes. 
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contact with small retailers and the tastes of the consumer 
public. 

Assured profits and a protected market provided little in- 
centive for internal competition and efficient management, 
for plowing back profits in the form of modern machinery, 
advanced techniques, new articles or improved quality. Profits 
earned by mill proprietors as stockholders and as wholesalers 
flowed into the time-hallowed patterns of the Brazilian com- 
mercial and agricultural economy—into land, urban construc- 
tion and, to some degree, into conspicuous consumption. In- 
vestment in land and urban construction in the booming capi- 
tals offered, moreover, the soundest security in an economy 
of annually spiraling prices. These investments and control 
of the profitable mills could be passed on to the new, Brazilian- 
born generation of textile entrepreneurs. 

Small groups of industry-minded men had set up the early 
mills. On the entry of the commercial management, equally 
narrow groups took over a majority of the company shares. 
Inheritance only distributed the solid blocks of shares among 
numerous relatives, and marriage within the groups crystal- 
lized new groups related to the older stockholding family 
members. Swollen industrial earnings often were distributed 
as stock dividends ;'* during the few lean years of crisis, short- 
term loans granted by the two or three local commercial banks 
or the government-controlled Bank of Brazil circumvented 
any need to procure funds outside the owning groups through 
stock flotation on the Rio market. Some cotton wholesalers 
acted as investment bankers, it is true, employing funds con- 
fided to their judgment by Portuguese retiring to the homeland 
after profitable years in Brazilian commerce; portions of such 
funds found their way into financing textile mills. 


Certain factors limited the entry and participation of even 
such “outsiders” in the family industrial enterprises. The 
belief was common that no investor of sound financial judg- 


15 The comments of an American visitor to Brazilian mills are clear 
on this point. “The large mills make it a rule not to declare over 12 
per cent cash dividends a year, so that the dividends do not show the 
actual profits made by the mills. . . . In the Progresso Industrial do 
Brasil, for example, where two-thirds of the shares have been distributed 
as a bonus, a 12 per cent dividend means 36 per cent a year on the orig- 
inal investment of the shareholder.” Graham Clark, op. cit., 43-44. 









































80 INTER-AMERICAN ECONOMIC AFFAIRS 


ment would purchase stock advertised to the general public, 
for this countered the financial policy that drew extra capital 
from the members of the allied families.'° Logically, it was 
reasoned, if the compact circle of wealthy stockholders knotted 
their purse-strings, the company’s financial condition was un- 
sound and the mill not worth buying into. And there was the 
traditional principle of insulating the corporation from out- 
siders. Company statutes were fashioned “as far as possible 
to avoid, within the law, entrance of outsiders into the cor- 
poration without the consent, tacit or expressed, of all the 
stockholders, as well as to maintain an equitable system of 
stock transfers and to guarantee the stability of the Company 
administration.”'7 Finally, preservation of the industrial 
patrimony—‘“‘stability”—was facilitated by avoiding any di- 
vorce between ownership and management. Into the mills 
were niched the sons, sons-in-law, nephews and god-children 
of the management. To them were confided the methods that 
had worked for their seniors and were to perform for them 
efficiently down to the crisis of the thirties. 


III 


In the third major period of the Brazilian cotton manufac- 
ture, 1914-1950, the industry seemed to achieve a maximum 
of productivity and minimum of stability. The steady growth 
characterizing the first half of this period, 1914-1925, in which 
entrepreneurs founded mills or expanded existing ones in the 
interior of the State of SAo Paulo, in Minas Geraes and in 
the northern and northeastern states, drew to a close in 1925 
when the worldwide crisis began to affect the rural consumers 
of Brazil, the backbone of the national textile market. From 
1925 to 1939 the industry’s spokesmen began to look beyond 
the requirements of the internal market; in the thirties they 
declared the industry had surpassed the demands of the na- 
tional market and, by the end of the decade, that the excess 
should be exported unless production on an industry-wide 
basis were restrained. Overseas markets and international 
commitments during the Second World War spurred textile 


16 Ernesto Street, “A Industria Textil no Brasil,” Estudos Econémicos, 
III and IV (December, 1950), 105. 

17 A Sao Paulo textile mill, Minutes of the Board of Directors, Feb- 
ruary 9, 1943; Street, loc. cit., 104. 
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exports until the government temporarily halted them in 1946. 
But in the postwar years the industry again insisted that the 
only solution for the problem of “‘over-production” was export 
on a large scale. 

The First World War gave the mills founded in previous 
decades an opportunity to explore the national market. Euro- 
pean nations were tied up in war and their production offered 
no competition to Brazilian production.’*s Meanwhile, the 
overseas demand for Brazilian raw materials brought pros- 
perity to both urban and rural areas. A new group of textile 
entrepreneurs appeared. Of the total of 399 textile estab- 
lishments of all sizes founded by 1920, 113 appeared in the 
period 1915-1920. Production of cotton goods rose, in the 
same period, from 470,783,000 meters in 1915 to 587,182,000 
meters in 1920.'° 

Of the mills founded throughout Brazil, many were weaving 
mills located in SAo Paulo. The large spinning and weaving 
mills there were all established prior to the war; the smaller 
mills and those restricted to weaving were founded and ex- 
panded in the war and postwar years because of particularly 
propitious conditions. The State of Sao Paulo was the heart 
of world coffee production and the capital city was the center 
of the coffee trade; the pre-war crisis of 1913 had brought 


18 Imports of Cotton Cloth,* 1911-1920, in Thousands of Kilos: 


Year Total Imports Year Total Imports 
1911 ne C184 1916 2,004 
1912 ss anus S918 Moet oa eee 
1913 ; 3,631 1918 2,395 
1914 1,208 1919 1,616 
1915 1,092 1920 3,455 


* Includes whites, grays, prints, dyed goods. 
Source: Ministério da Fazenda, Servico de Estatistica 
Econémica e Financeira (hereafter cited as SEEF). 


1° Brazilian Cotton Cloth Production, 1911-1920, in Thousands of 
Meters: 


Year Production Year Production 
1911 378,619 1916... 474,302 
1912 ie . 899,712 1917 s 548,120 
1913 384,989 1918 . 494,422 
1914 oie 314,345 1919 oe . 584,402 
1915_. 470,783 1920 587,182 


Source: Ministério da Fazenda, SEEF, in Street, 
loc. cit., 117. 
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many rural workers to the capital in search of employment. 
The wartime combination of investment capital, cheap labor 
and consumer demand stimulated industries there in general. 
Many of the small weaving mills, using yarn purchased from 
the large spinning and weaving mills and the few specialized 
spinning mills, were often founded by immigrants who had 
accumulated capital as peddlers in the rural areas. After the 
war, Sao Paulo mills were stimulated by another factor, locally 
raised raw cotton. In 1918 a bad frost ruined the Sao Paulo 
coffee crop and many planters turned to cultivation of cotton 
between rows of coffee to keep their labor on the land for 
later coffee crops and to defray maintenance costs until coffee 
trees would again produce. 

Sao Paulo cotton production, begun as an emergency meas- 
ure, found a ready internal and later external market. State 
agricultural institutes supplied technical advice standardizing 
types, quality and processing of cotton produced. Local mills 
absorbed the cotton which was cheaper than that imported via 
steamer from the northern Brazilian states. A further incen- 
tive to local cotton cultivation came in the federal policy of 
permitting exporters to retain a portion of their cotton sales 
for negotiating in the “gray” exchange market, obtaining 
through exchange differences higher prices than overseas 
quotations provided. 

Similarly, the prosperous wartime and postwar years acted 
as an incentive to mills already established throughout Brazil 
and to the new ones which attracted available capital. This 
was the situation in the large state of Minas Geraes, in Bahia 
and particularly in Pernambuco. As demand for coarse 
textiles grew, the mills worked their spinning machinery 
overtime and added new looms where possible. The initial 
machinery was amortized rapidly by using the cheap local 
labor supply in two and even three labor shifts and by sales in 
local markets, where their cloth could compete with the coarse 
fabrics sent by the mills of Rio and Sao Paulo over the poor 
Brazilian transportation network. Businessmen or planters, 
the newcomers entered the cotton manufacture without any 
technical knowledge, but with the same “facility, with the 
same motives and experience that they would set up a dam, 
organize a truck line or open a drygoods wholesale house.” 2° 


"20 “Superproducciio industrial,” O Observador Economico e Financeiro, 
XIV (March, 1937), 92. 
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Meanwhile, in the large urban centers, some of the older 
mills, more far-sighted than others, experimented with the 
spinning of finer counts of yarn into the more expensive 
fabrics where internal competition from antiquated installa- 
tion of interior mills was not possible. The only competition 
in these fabrics came from English medium and fine goods 
which began to flood the Brazilian market after 1925. 

First signs of the world-wide depression coincided with the 
expansion of coarse cotton production throughout the Bra- 
zilian cotton textile industry and the move of some mills to 
supplement their traditional production with finer goods. 
Moreover, saturation of the interior markets as well as those 
of the urban centers was hastened by the declining quotations 
in overseas markets for Brazilian raw materials, which re- 
duced the purchasing power of the rural consumers. The 
“dumping” of English cottons was facilitated by the monetary 
stabilization program of the Brazilian government which took 
office in 1926, a policy which made Brazilian markets vul- 
nerable. Pressure for production other than that of coarse 
fabrics, monetary stabilization and heavy English shipments 
were at the root of the arguments of the textile associations 
of Rio and Sao Paulo presented to the Congress and the 
president in behalf of higher tariff protection in the years 
1926-1929.*1 

The arguments mustered by the industry and the criticism 
of certain sectors of the press and representatives of import- 
ing groups spelled out the themes that recurred in the troubled 
years of the thirties. The industry argued that without ade- 
quate protection the advances of the industry in fabric and 
yarn production would be erased. Brazilian mills, it claimed, 
could completely supply the national market; the main danger, 
it warned, came from “dumping” which had as its goal the 
“appropriation and control of the Brazilian market... .22. One 

*1 The cotton textile industry of another underdeveloped area, India, 


adopted a similar policy at the same time. Cf. H. L. Dey, The Indian 
Tariff Problem in Relation to Industry and Taxation (London, 1933), 
59-62. 

“2 Centro Industrial de Fiacio e Tecelagem de Algodiio do Rio de 
Janeiro e Centro dos Industrias de Fiagéo e Tecelagem de Sio Paulo, 
Memorial apresentado ao Congresso Nacional sobre o projecto de 
revisio das tarifas alfandegarias (Rio de Janeiro, September, 1927), 5. 
Mss. in Archive, Sindicato das Industrias de Fiacao e Tecelagem de 
Algodiio do Rio de Janeiro. 
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sector of the press claimed that crises were customary, and 
if persistence of the crisis meant possible competition, it sug- 
gested that consumer resistance be combated by “improving 
and cheapening production. .. .”** From anti-protectionist 
importer groups came the statement that high tariffs would 
permit national manufacturers to raise prices beyond the 
means of the middle and lower classes. One importer stated 
in 1928 that the percentage of imported fabrics was only 7 per 
cent of total national production, and that raising the tariff 
“on half-a-dozen articles, called fine goods, would permit sales 
producing an enormous profit” for domestic manufacturers.*4 
Openly it was predicted that the Congress would not choose 
to defend the “cruelly sacrificed” nation against the powerful 
industrial “‘magnates.’”*° The latter, complained another 
newspaper, preferred to use their time and intelligence in 
obtaining from the government the tariff increases they 
wanted instead of solving the daily problems of any industry.** 
In 1929 the cotton clauses were revised upward to give the 
protection the industry demanded. But the crisis was not 
averted by excluding the foreign competitor.*" 

In 1930 came the year of crisis for the Brazilian cotton 
textile industry. This was the year in which some leaders 
thought seriously of cartels or trusts to organize and distribute 
textile production, as production sank to 1915-1916 levels. In 
the capitals, Sao Paulo and Rio de Janeiro, the large mills cut 
production 25 to 50 per cent, while elsewhere many small mills 
remained paralyzed completely. Cloth wholesalers, fearful of 


23 Correio da Manha, August 28, 1926. 

24H. F. Wileman, “O augmento de direitos sobre os tecidos de algodao,” 
O Jornal, November 25, 1927; Carlos Silveira Eiras, “A industria de 
tecidos de algodao e as tarifas aduaneiras,” O Jornal, June 27, 1928. 

25 “Q proteccionismo insaciavel,” Correio de Manha, December 23, 1928. 

26“A politica dos grandes contra os pequenos,’”’ Didrio Carioca, No- 
vember 30, 1928. 


“7Imports of Cotton Cloth,* 1927-1934 (in thousands of kilos) : 


Year Total Imports Year Total Imports 
ROP 2.2 RS OR es 
SUPR 2 2 ee DOB er Be 
La Bia 4,494 Ree ee 
RD acs 1,146 C1 er 


*Includes whites, grays, prints, dyed goods. 
Source: Ministério da Fazenda, SEEF 
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what might happen to cottons stored in their warehouses, 
sharply reduced their purchases and forced the mills of the 
interior to form temporarily their own retail chains,*5 Eco- 
nomic crisis, reduced consumer purchases, unsold cottons, and 
a revolutionary regime capping a decade of abortive nation- 
alist movements, forced the textile along with other consumer 
goods industries to advocate measures restraining competition 
and maintaining the status quo within the industry. The 
restrictive measures meant that traditional administrative, 
commercial and technical patterns would not be overhauled 
in the light of changing conditions. From controls on the 
importation of machinery which could increase production, to 
limitations on the working hours of domestic mills, and to the 
idea that the industry must “export or die,” the path was a 
straight one in the years 1931-1950. 

Despite the preaching of autarchy current among Brazilians 
at this time, the textile industry, together with the paper and 
shoe industry, turned to the industrially mature nations for 
a blanket description of the national ailment, adopting the 
diagnosis and phraseology of “‘over-production.” Without ad- 
ducing statistical proof beyond the statement that stocks in 
mills and in wholesalers’ warehouses were mounting, the tex- 
tile manufacturers and allied associations obtained in 1931 
from the revolutionary government a decree forbidding for 
three years the importation of machinery to those manufac- 
turing industries whose production “in the judgment of the 
government might be considered excessive.”*® Hastily pre- 
pared, the decree did not eliminate imported looms. In ex- 
tending the decree in 1934 for another three years, 1934-1937, 
the prohibition on foreign looms was included. Although 
leaders of the older cotton mill entrepreneurs were aware that 
per capita consumption of textiles was low in Brazil, some- 
thing had to be done, they felt, to limit “unchecked competi- 
tion.” As one spokesman wrote to another, “Overproduction 
or underconsumption . . . the effects are exactly the same.” *° 

In effect the prohibition of machinery imports for the textile 


28 A. G. Mascarenhas, Relatério Geral (1918-1938) apresentado aos 
Accionistas da Cia Textil Bernardo Mascarenhas (Rio de Janeiro, 1939), 
137-138, 176-177. 


“9 Decreto n. 19.739, March 7, 1931, Art. 2. 
30 Letter, Rio de Janeiro, January 28, 1938. 
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industry froze the relative positions of the large urban mills 
with respect to the smaller establishments of the interior. 
First, the prohibition prevented the interior mills from taking 
advantage of the attractive offers made by European ma- 
chinery producers eager to sell abroad on credit in the form 
of installments spread over many years at low rates of in- 
terest. Second, it meant that those mills which had been able 
to augment their spinning and weaving machinery in the years 
following the end of the First World War could produce the 
finer fabrics which the antiquated mills of the interior could 
not match. In 1934 a textile machinery importing house wrote 
to the Rio textile association: “Only the relatively few large 
mills, modern or remodeled, which exist in Rio de Janeiro and 
in Sao Paulo have efficient equipment. The majority of the 
small mills are in a stage of modernization and reorganiza- 
tion, depending on their respective financial situation; in a 
few cases, they can modify their types of production which 
experience indicates as most adequate for supplying certain 
markets. .. .”3! 

The small mills hobbled to coarse fabric production now 
entered a vicious circle. Since they could not import spinning 
machinery capable of turning out yarns of higher counts, they 
could not move into the production of fabrics with a higher 
profit return. Tied to coarse fabrics, where competition was 
strongest, the small mills reduced expenses by driving spin- 
ning and weaving machines night and day with cheap local 
labor, while purchasing nationally manufactured looms which 
the decrees of 1931 and 1934 did not prohibit, or discarded 
ones. Although expansion in weaving sections without cor- 
responding increase in spinning capacity through spindle pur- 
chases accentuated the disproportion between spinning and 
weaving sections, long a factor in Brazilian mills, it gave small 
mills a new lease on life. Forced to lower costs and to cut 
prices under pressure of competition, the mills uncovered new 
consumers for their coarse fabrics. 

After six years (1931-1937) of the prohibition of machinery 
imports on the principle that the nation suffered overproduc- 
tion of cotton textiles, it became evident that the industry had 


31 Letter, Henry Rogers Sons & Company of Brazil, Ltda., to Direc- 
tors, Centro das Industrias de Fiacio e Tecelagem de Algodio do Rio 
de Janeiro, March 31, 1934. 
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in fact expanded production and seen it consumed.** This 
was revealed when the decree of 1934 expired and the Rio 
and Sao Paulo textile associations sought the retention of some 
limitations on production. The pattern of Brazilian coffee 
valorization schemes, which had permitted Latin American 
and other areas to expand coffee production while Brazilian 
producers supported the price structure, was repeated in the 
Brazilian cotton manufacture. Under the umbrella sustained 
by the established mills of the large south-central urban cen- 
ters which had first secured complete protection from foreign 
producers and then sought to restrict domestic competition, 
the small mills of the interior and one or two large mills of 
the north had expanded feverishly. Comparing their over- 
head with the cheap labor supply of the mills of the interior, 
the established mills argued that overproduction still existed 
and that continued limitations of machinery imports therefore 
were absolutely essential to maintain sales. When that argu- 
ment was attacked, they urged that exports be emphasized 
and that working hours be limited throughout the Brazilian 
cotton mills—this last a body blow at the competing mills 
working overtime. 

In this three-way struggle involving two divergent groups 
within the industry and the government, all sides used the 
terms overproduction and underconsumption with no adequate 
statistical bases beyond highly partisan analysis of produc- 
tion and consumption. Those who defended the unrepresented 
consumer in the great debate pointed out that restriction on 
machinery imports or on working hours would be inevitably 
translated into higher prices. The small mills of the interior 
found vehement coreligionists in one sector of the textile 
industry of the northeast, which operated in similar conditions 
but which had organized its own retail outlets. “Southern 
manufacturers,” the northerners declared, “represented by a 
few more far-sighted mills . . . fear the rapid development 


32 Brazilian Cotton Cloth Production, 1931-1937 (thousands of meters) : 


Year Production Year Production 
MGT a 2 BR ee 1986-25. s; VERS 
1932... -cncveeee. 680,788 1938... . 914,529 
ae =~..5.2 ss EB eS 1051... ..-.... OCC. 100 


Source: Ministério da Fazenda, SEEF, cited in Street, 
loc. cit., 117. 
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of a new competitor ,transforming northern consumers into 
producers of their own cottons.” Imports of modern machin- 
ery were necessary to insure “production both cheaper and 
more improved in quality... .” Limiting the hours of labor 
would, they warned, prevent the “free play of competition” 
among Brazilian mills.** Heatedly the Rio textile association 
denied the validity of such allegations. One sector of the 
press, surveying the welter of contradictory statements, tried 
to summarize what the discussion revealed, although it agreed 
that some excess production existed. ‘‘What must be empha- 
sized is the disunity of those involved, who, by these retalia- 
tions, lose precious time which might be applied to rational 
organization of production, thorough investigation of markets, 
creation of a better system of distribution and advertising, 
and to the adoption of improvements which increase the 
profits of production and decrease the cost of the product.’’** 

In the face of divergent opinions within and without the 
industry, and lacking adequate statistics to orient it, the gov- 
ernment compromised in August, 1939, by limiting working 
time to sixty hours weekly “to protect the interests that have 
developed.”” Within a month of this decision the outbreak of 
the Second World War shelved the problem of Brazilian tex- 
tile production by opening new markets in Latin America, 
Africa and the Middle East. Although a few mills and whole- 
salers had experimented with exports before this time, their 
exports were a trickle compared to the flood of cotton goods 
shipped abroad after 1940. Under the stimulus of the de- 
mands of the allied and neutral nations, Brazilian cotton tex- 
tile production soared from 893,904,000 meters (1939) to 
1,414,336,000 meters (1943). To protect the internal market 
from the shortages and consequent high prices induced by 
heavy exports, the government and the industry agreed in 
1943 that the industry would set aside in each of the mills a 
fixed percentage (10 per cent) of production for standardized 
articles of general consumer use to be sold at fixed prices; 
no price controls were applied to other textile production sold 


33 Companhias de tecidos em superproduccio. Memorial sobre a sit- 
uaciio da industria textil no Brasil (Rio de Janeiro, October 1, 1938), 
3. Ms. 

34“Superproduccio de tecidos, 
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within Brazil. Earnings in the industry during this period 
were high, with the returns on exports a major factor.** So 
great was the attraction of the profits in exports that in the 
early months of 1946 the government- and industry-sponsored 
textile commission then supervising the industry resolved to 
halt exports until the internal market was properly supplied 
at reasonable prices. Exports were later resumed on the basis 
of commercial treaties between Brazil and other nations, but 
the industry felt that the 1946 measure had left overseas mar- 
kets to the return of the one-time suppliers, European and 
U. S. mills. Meanwhile, Brazilian production was high, but 
prices stayed high too, and the industry was face to face 
again with overproduction from 1947 onward. 

In 1950 the Brazilian cotton textile industry was back where 
it had been during the crisis years of the thirties. Tempo- 
rarily, the war years had absorbed all the textile production, 
regardless of cost. Forced to refocus on the internal market 
at the end of the war, the industry felt that the national mar- 
ket could not absorb what was produced. Had the industry 
matured to the point where only overseas markets made the 
difference between profit or loss? Had it exploited the internal 
market to the full,*° or did it rely on the principle of the 
maximum unit return consistent with the maintenance of 
high profit levels? 


35 Distribution of Dividends and Bonus in Selected Brazilian Cotton 
Textile Mills, 1943: 


Company %o * 
S. Pedro de Alcantara 60 
S. Joao Evangelista 45 
Cotonificio Gavea _. 36 
Confianca Industrial - 35 
Corcovado i eho 
Brasil Industrial - 23.5 
America Fabril see toe . 22 
Nacional de Estamparia _. pee ee 
Nova America - 18 
Progresso Industrial 18 


* Represents percentage of dividends and bonus 
to nominal capital. 


Source: Adapted from Jornal do Commercio, 
November 18, 1952. 


36. On this point see Genival Santos, A Recuperacdo da Industria 
Textil Mundial e o Brasil (Rio de Janeiro, 1948), 20-21. 
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The situation of the largest mills and that of the small mills 
had not changed radically since 1939. As in the First World 
War, the expansion had occurred generally within the estab- 
lished mills; at the close of the Second World War, 12 per cent 
of the mills in Brazil held 49 per cent of the total number 
of spindles.** These could undertake large-scale moderniza- 
tion of existing plant installations and the foundation of new 
mills; at the end of the war and in the postwar years their 
main interest lay in the purchase of modern equipment to 
produce more, quicker. The Economic Commission for Latin 
America, in a 1951 report on productivity and efficiency in 
the textile industry of five Latin American nations, provided 
more fuel to the controversy whether the internal market had 
been truly exploited, and whether the only way to produce 
efficiently lay in mechanical modernization. Referring to the 
older mills, it suggested that “it is more important to re- 
organize old industry on a new basis than to modernize 
equipment and expand installations.” It expressed the fear 
that organizational and administrative “backwardness” in 
management would be transferred to the modern mills: 
“Though it is recognized that a part of the administrative 
deficiency of modern industry may be ascribed to the fact that 
some of the mills have only recently begun to operate... the 
presence of these deficiencies in all the countries and their 
great importance in nearly every case, suggests the possibility 
that those general factors which give rise to administrative 
backwardness in the old industries are also affecting the 
modern mills.’’** 


IV 


Here, then, are the highlights in the history of the Brazilian 
cotton manufacture, an industry which must now resolve its 
future course of action. Unfortunately for the entrepreneurs 
involved, their problems today can in no sense be dismissed 
as those of an embryonic or infant industry: that stage was 
passed at the close of the First World War. Since then the 
industry has expanded to a point where only two alternatives 
are possible: that of exports under the shelter of government 


37 Comissio Executiva Textil, op. cit., 299-344. 
38 United Nations, Economic Commission for Latin America, Labour 
Productivity in Five Latin American Countries (New York, 1951), 5. 
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subsidies or reorganization of production and distribution to 
lower prices in the internal market. 

The conservatism of textile mill proprietors, their unwill- 
ingness to alter organization and administration stem from 
the experience of past decades when government aid sup- 
ported them in times of crisis. Cushioned by this security, 
why should the industry innovate: the remains of more than 
one trail-blazing business enterprise litters the Brazilian in- 
dustrial landscape. 

Today, a new factor alters the situation. Whereas in the 
late nineteenth and early twentieth century industry, govern- 
ment and the public were presumed welded together in the 
patriotic undertaking of making industry the instrument of 
effective political independence, today the consuming public 
is less interested in continuing that joint enterprise. It rea- 
sons that the time has come for an accounting, for less em- 
phasis upon industry’s privileges and more stress upon its 
duties. The temper of the Brazilian consumer today is, broadly 
speaking, critical of the industry. Via the government it has 
subsidized the cotton manufacture at various periods through 
high protection, financial assistance and restrictions on the 
imports of new machinery. Now the cotton textile industry 
must pay greater attention to the national consumer. Since 
there is no divorce between ownership and management, no 
anonymity clothes the industry’s entrepreneurs; as far as the 
Brazilian public is concerned, family names are closely linked 
to entrepreneurial activities. 

Thus spotlighted, the industry must perform its social re- 
sponsibilities, it must measure up closely to what the increas- 
ingly vocal public expects. Cotton mill proprietors will have to 
provide cheaper cloth of good quality for all. In this hour of 
decision, the situation of the Brazilian cotton textile industry 
is not unlike the condition of the industry in both the indus- 
trialized and “underdeveloped” areas of the world. 


